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THREE REASONS WHY ROYALS 
ARE A BETTER BUY FOR YOU 








GREATER EFFICIENCY! Royal has more 
work-saving, time-saving features than any 
other typewriter. This is a fact which results 
in higher production per machine. Call in 
your Royal representative—and be shown the 





proof—in an actual Royal demonstration! 


GREATER DURABILITY! Royals are the 
sturdiest typewriters engineering science has 
produced. Because of this fact, Royals stand 
up longer, spend more time on the job, less 
time out for repairs. Result: Royals cut steno- 
graphic work losses to a minimum, give you 
the maximum return from your typewriter 





investment. 


THE FAVORITE WITH TYPISTS! A national sur- 
vey made among hundreds of business girls shows 
that Royal is the preferred typewriter—2 to 1 over any 
other typewriter. Your stenographic staff will do more 
and better work on machines they prefer to use. Order 
Royals! 
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CASE HISTORY NO. 440 
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Prior to installing a Ditto One-Writing Order and 
Invoice Plan, Merriman Bros., Inc., of Boston was faced 
with a critical back-order problem. Errors were numer- 
ous. Costly re-writings, often as many as 10 to 15 on back 
orders, impeded the efficiency of three departments .. . 
ordering, shipping and billing. Since installing Ditto, all 
writings have been reduced to one; the activities of the 
three departments have been integrated and coordinated. 

Ditto’s flexibility makes it equally effective as the One- 
Writing answer to Payroll and Purchasing Problems. 
Write for convincing proof of how Ditto can help you. 
Ask for Case History No.4403. 


DITTO, INC., 647 South Oakley Bivd., Chicago 12, I! inois 
In Canada: Ditto of Canada, Ltd., Toronto, Ontario 


DITTO 


TRADE MARK REG, U, A 





ONE-WRITING BUSINESS SYSTEMS 
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Forty-four vears ago the International 
Accountants Society was incorporated as 
a school of accounting. 

We are proud of our reputation for up-to-date 
instruction which has kept pace with the 
changing times through all these ears. 


Co our many accountant friends whose in- 
fluence and co-operation have been largely re- 
sponsible for the growth and development of 
this institution, we extend sincere appreciation. 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 





Al Correspondence School Since 1903 
209 WEST JACKSON BOULEVARD 
CHICAGO 6, ILLINOIS 
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Introducing This Month’s Asian: 








Although he has been professor of 
marketing in the Graduate School of Busi- 
ness of Stanford University since 1937, 
Mr. Faville’s approach to his subject 
(Market Re- 
search and That 
Unfilled Orders 
Backlog,” page 
226) is neither 
parochial nor of 
the ‘‘ivory- 
tower,” for it is 
based on an un- 
derstanding of 
national trends 
developed over 
s two decades of 

= study, teaching, 
administrative activity, and consultation 
in various parts of the country. A magna 
cum laude graduate of Stanford (1922), 
he received his M.B.A. degree from Har- 
vard (1925). There followed two years 
as associate professor of marketing at the 
University of Oregon, which preceded a 
return to the East, and Harvard, for 
teaching responsibilities and as research 
supervisor of the Harvard Bureau of Busi- 
ness Research. Back on the Pacific Coast, 
Mr. Faville spent four years as dean of 
the University of Oregon’s school of 
Business Administration, and director of 
its Bureau of Business Research. 

During 1942-43 he was principal eco- 
nomic consultant of the War Production 
Board’s Wholesale and Retail Policy Sec- 
tion, and in 1944 was chairman of the 
Advertising Association of the West’s 
study, “Products the West Can Produce 
and Market.”” Mr. Faville holds Phi Beta 
Kappa honors and likes ‘“‘music and 
mountain climbing.” Whether that in- 
cludes “mountain music’’ is a moot point 
for some other researcher to ‘‘research.” 


Coleman 





Economic forces affecting business 
policies have always been a matter of 
prime concern to the controller, who, like 
an ocean pilot bringing a vessel into port, 
must read _ the 
tides and navi- 
gate accord- 
ingly. Dr. Ed- 
win G. Nourse 
(“Three Schools 
of Business 
Thought,” page 
220) has this 
viewpoint and 
applies it on a 
broad national 
scale. He is 

oak. WOURSE chairman of the 
President’s Council of Economic Advi- 
sors, a new official organ of the govern- 
ment, charged with the responsibility of 


Underwood 








providing a sound economic basis for fu- 
ture acts of Congress and the Executive. 
Dr. Nourse, after teaching in the Whar- 
ton School of Finance and Commerce, 
went to Washington in 1923 to become 
Chief of the Agricultural Division of the 
Brookings Institution. From 1929 until 
1942, he served as director of its Insti- 
tute of Economics. He has been vice pres- 
ident of the Brookings Institution since 
1942. 


Long before the recent public outcry 
that schoolteaching is underpaid, W. M. 
Padgett (Organization—The Controller 
as Coordinator,” page 235) had come to 

. that conclusion 
and quit the 
teaching -coach- 
ing field, to 
work as a brake- 
man on_ the 
Santa Fe. Here 
he heard tales 
(tall but true, 
of course) about 
Texas, to which 
he moved in 
1927. After two 
years “learning” 
the lumber business, Mr. Padgett fol- 
lowed the example of the boy who de- 
cided he had made a mistake in “‘learnin’ 
this law business’’ (after he had swept 
out the attorney's office a few weeks), 
and transferred to the oil industry in the 
original Winkler County boom, where in 
his words, ‘those the ‘law’ ran out of 
Seminole and Borger held the status of 
leading citizens.” 

Varied experience with oil companies 
was followed by public accounting activ- 
ity until February 1939, when he moved 
to Houston to join a group of Pan Ameri- 
can companies. Having completed the in- 
stallation of the accounting systems and 
procedures to the extent that the work 
could be performed in spite of additional 
demands brought on by the war, there 
was time to teach classes in Cost and 
Intermediate Accounting Courses offered 
by the University of Houston. He has 
served as secretary-treasurer of the Hous- 
ton Control, and as a director. He is pres- 
ently secretary and assistant treasurer of 
Fairfax Oil Company, assistant secretary of 
three Pan American companies, and office 
manager-chief accountant of two others. 


MR. PADGETT 


A “full-blooded Mohawk Dutchman,” 
to use his own figure of speech, George 
R. Rankin (Streamlining Production Con- 
trol,” page 222) is currently serving as a 
national director, and a member of the 
executive committee, of the Controllers 
Institute of America, of whose Philadel- 


phia Control he is a past president. Mr, 
Rankin, who was general chairman jp 
1943, and again in 1946, of the Industry 
Conferences in connection with The Insti- 
tute’s Annual 
Meetings in 
those years, is 
controller of Art- 
loom Corpora- 
tion, Philadel- 
phia, whose 
system of pro- 
duction control, 
which he de- 
vised, is de- 
scribed in his 
article. He stud- 
ied civil engi- 
neering at Colgate University, class of 
1911. After leaving college he joined the 
New York State Engineering Staff, doing 
field engineering work on the construc- 
tion of the Barge Canal. He became inter- 
ested in accounting during World War I, 
and received his training on the staff of 
Lybrand, Ross Bros. & Montgomery, leav- 
ing that firm to become controller of Saks, 
Fifth Avenue, New York. Later he was 
named assistant to the ocntroller of Mar- 
shall Field & Co., in charge of the meth- 
ods department, supervising the system 
installations in the manufacturing, whole- 
sale and retail operations. He became con- 
troller of Artloom Corporation in 1937. 


Bachrach 





MR. RANKIN 


Weston Vernon, Jr. (“Urgently 
Needed Changes in Federal Taxation,” 
page 229) has been partner in charge of 
the tax department, Milbank, Tweed, 
Hope, Hadley & 
McCloy, New 
York since 1938. 
Mr. Vernon's 
interest in taxa- 
tion has not 
been confined to 
his practice, how- 
ever, for since 
1941 he has 
been chairman 4 
of the important Z 
Committee on 
Taxation of the 
New York Bar Association. For two years, 
from 1942 to 1944, he was chairman of 
the Section of Taxation, American Bat 
Association. He is also a member of the 
Committee on Taxation of the New York 
County Lawyers Association and the Bar 
Association of the City of New York. 

Admitted to practice in the Supreme 
Court and various circuit courts, as well 


MR. VERNON 


‘as in the United States District Court for 


the Southern District of New York; the 
United States Court of Claims; the Tax 
Court, and the Treasury Department, Mr. 
Vernon is a member of the bar of the 
District of Columbia, and also of New 
York. Mr. Vernon is a graduate of George 


Washington University Law School. 
—PAuL HAASE 
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Edttortval Comment 


Many Do Not Believe Financial Statements 


PICTURE showing what people in the United 

States really think of the financial statements 1s- 
sued by business concerns is given in a report which 
has just been issued of the results of a survey made 
under a grant from the Controllership Foundation to 
the Opinion Research Corporation. It is not a pretty 
picture, as it indicates that half of the people in the 
United States do not trust the financial statements. 

The report shows why the statements are not be- 
lieved, and the next step to be taken by controllers, 
it is indicated, is to attempt to remove or correct the 
factors, or shall we say the deficiencies, which are 
shown to be the obstacles in the way of belief. Thus, 
the research must be regarded as constructive. 

The survey is described as an inquiry through pub- 
lic opinion research into the degree of acceptance by 
the public of facts and figures of business accounting 
as reflected by its formal public statements and less 
formal published figures. 

In a statement concerning the results of the survey 
the Foundation says: 

“Half the people in the United States do not trust 
financial statements made by business, and this skep- 
ticism is due largely to a lack of understanding of ac- 
counting methods.” 

Daniel J. Hennessy, the Foundation’s President, 
stated that the survey shows “how little understanding 
there is of accounting terms, and the necessity for ex- 
ploring means and symbols of expression to make 
financial and accounting statements more interesting, 
understandable and above all, believable.” 

“Forty-five per cent. of the persons questioned in a 
nation-wide survey expressed the opinion that ‘most 
companies actually make more than they report, ’’ the 
statement continues, “and only forty-one per cent. be- 
lieved that ‘most companies tell the truth about their 
products.’ 

“This report,” says the Foundation, “is the first step 
in a broad program to appraise and improve the serv- 
ices of the controllership function. It may well serve 
as a fresh starting point for the work of all whose 
activities are concerned with the accumulation, dis- 
semination and interpretation of the figures of busi- 
ness. 

“The survey reveals three disturbing facts,” the re- 
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port declares, ‘first, that the public has an erroneous 
impression of the amount of profit made by business 
firms; second, that a considerable section of the public 
does not understand the terms in which business re- 
ports are couched, even though they are sanctioned by 
long use; and, third, that in spite of certified audits 
and all the safeguards imposed by Federal and State 
laws and regulations of the Securities Exchanges, a sub- 
stantial percentage of the public distrusts the financial 
statements of business. 

“Correcting the first misconception is properly the 
responsibility of management through its public rela- 
tions function. Management, however, will be able ef- 
fectively to discharge this responsibility only if the 
accounting function can provide the figures of business 
in terms and symbols so clear that they present a con- 
vincing and easily understood picture of the opera- 
tions and situations they represent. 

“One-third of the people think business in general 
is making too much profit. When asked, ‘Do you think 
business as a whole is making too much profit, a rea- 
sonable profit, or not enough profit?’ 32 per cent. said 
too much, 50 per cent. reasonable, 8 per cent. not 
enough. 

“Moreover, the public is unfamiliar with accounting 
terminology. People believe company financial state- 
ments are hard to understand—s56 per cent. said that 
profit reports had too many figures and big words. 

“A section of the report is devoted to how the pub- 
lic arrives at its opinions and to the extent of direct ex- 
posure to the figures presented in financial statements. 
That this exposure is limited is indicated by the fact 
that 23 per cent. say they have never read any com- 
pany report on the financial page in their newspaper, 
and only 30 per cent. have read anything at all about 
profits in the newspaper recently. 

“People draw conclusions about company profits 
from a wide variety of impressions,” the report con- 
tinues. “One of the most frequently mentioned reasons 
for saying profits are high is the current price level. 
To some, plant extension suggests large profits. High 
pay for executives, mere bigness, substandard goods, 
poor service and shortages frequently lead to the con- 
clusion that companies are making too much money. 

“The present report is only a first step in a con- 
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structive research program to develop terms and tech- 
niques which will dispel the public’s suspicion of the 
bookkeeping of business. To accomplish this will re- 
quire the cooperation of the accounting, banking, in- 
vestment, and legal professions; the governing bodies 
of the Securities Exchanges; and the appropriate 
agencies of Government. It is a long-range program 
which will require creative imagination, patience and 
erseverance. But now that the problem has been 
posed, it can hardly be ignored.” 

The Controllership Foundation is an economic re- 
search organization established by the Controllers In- 
stitute of America. This first undertaking and the re- 
port which has been made public by the Foundation 
are indicative of the high‘value of its work, and of the 
need for it. 


Controllers Are Not Alarmists 


All hands are watching for, and many expecting, an 
economic recession in midyear, or even earlier, with a 
drop of about 20 per cent., on the average, in income, 
production, and prices. Some are predicting that it will 
last about a year. 

But at its close, it is pointed out, a long-sustained 
and marked era of healthy business activity will begin, 
with distinct recovery. 

These predictions are recorded here primarily for 
historical purposes. Controllers of course have been in 
as close touch with conditions as economists, and have 
had perhaps a better opportunity to note the signs. It is 
a safe guess that any steps which have been taken, and 
which need to be taken, to cushion the impact, were 
recommended long ago by controllers. They were and 
are indeed alert to what changes are in the offing. They 
were told about probable developments at this stage in 
the postwar readjustment, while the war was still on, 
in a report prepared by the Controllers Institute’s 
Committee on Postwar Controllership Problems; and 
since then have listened to many addresses on this sub- 
ject by leading economists. 

They are not alarmists. Their confidence should in- 
spire others. 


Problems U ppermost in Controllers’ Minds 


eg programs of the spring regional conferences 
of members of the Controllers Institute of Amer- 
ica give a good indication as to what the special prob- 
lems are which controllers and managements of busi- 
nesses and industries have on their minds these days. 

In Washington, D. C., in mid-March controllers in 
attendance at the Eastern Spring Conference devoted 
their attention to descriptions of what might be termed 
a tealistic labor policy for America; to the develop- 
ment of aviation; to federal taxation and prospective 
legislation in that field; and to extending aid to gov- 
‘tamental agencies in handling some of the account- 
ing problems which still confront them in closing up 
Wart activities. 


219 


In Pittsburgh on May 18, 19, and 20, controllers par- 
ticipating in the Midwestern Conference will hear ad- 
dresses and discussions on economic subjects; on in- 
terpreting a company’s financial position through its 
annual reports; on trends in compensation; on eco- 
nomic stabilization; on the outlook for American busi- 
ness; and on the price of freedom, which is the sub- 
ject of an address to be delivered by H. W. Prentis, Jr., 
president of Armstrong Cork Company. 

In addition to these regional conferences, several 
others have been scheduled by two to four local 
groups of controllers, including the Pacific Coast meet- 
ing in Los Angeles on May 17, and a conference of 
three groups in Syracuse on May 23. 

All these regional conferences indicate the need 
which controllers have to get together in an effort to 
assay postwar conditions and problems. 


Typical Tax Problems 


ONTROLLERS found themselves in a_ difficult 
position in answering question 8 on the 1946 
Form 1120, which reads: 

“If the total of Line 1 of Schedule M, page 4, is less 
and 70 per cent. of the earnings and profits for the 
taxable year, state reasons for retention of such earn- 
ings and profits.” 

It was pointed out by J. H. Yeatman of the firm of 
Vinson, Elkins, Weems and Frances, in a meeting of 
the Houston Control of the Controllers Institute of 
America, on February 25, that if, for example, the 
answer is that the earnings and profits were retained 
for plant expansion, and thereafter the expansion pro- 
gram was reduced or cancelled, the taxpayer might 
havé placed itself in an embarrassing position with the 
Federal Revenue Bureau. 

This is one of the dangers to which taxpayers must 
expose themselves—one of the cases in which courses 
of action must be determined on prognostications, or 
more or less indeterminate plans, or hopes. 


World’s Fair in St. Louis? 


HE advisability of St. Louis having another 

World’s Fair is under discussion in that city, and 
the St. Louis Control of the Controllers Institute of 
America has been asked to participate in a survey on 
the results of which a decision will be made. The con- 
trollers of the business concerns in St. Louis have 
agreed to do so. That should help the preliminary com- 
mittee a great deal in obtaining a worth-while picture 
of what may be expected, especially with respect to the 
cost and the probable financial outcome of such a 
venture. 

This service, which the St. Louis group of controllers 
was asked to perform, is indicative of the high regard 
which the business public and local governmental off- 
cials have these days for controllers and their abilities. 


A. RT. 











The year 1947 will go down in history 
as a year in which private business man- 
agement took some decisive steps toward 
determining what the future of the pri- 
vate enterprise system is to be. During 
1946 executives were involved in the 
hurly-burly of effecting a physical re-con- 
version from war industry and getting 
private market and financial relationships 
re-established at least on a provisional ba- 
sis. It was a tough year, and we should 
charitably withhold judgment as _ to 
whether management acquitted itself bril- 
liantly or somewhat ineptly during that 
trying period. ; 

But 1947 is a year in which responsi- 
bility cannot be evaded nor judgment 
postponed. Private business management 
has vociferously and, I believe, quite 
properly demanded that wartime controls 
of business processes be removed as 
promptly as possible. President Truman 
has moved steadily and rapidly in this di- 
rection. Business asserted that as soon as 
these controls were removed, the natural 
forces of market competition would 
promptly restore economically sound and 
therefore permanently prosperous busi- 
ness relationships. 

Now, as an economist, I must enter one 
demurrer to that argument. I cannot ac- 
cept the theory that in this day of giant 
corporations, big financial institutions, 
and nation-wide unions, it can be said 
that the impersonal forces of the market 
will automatically establish sound wage- 
price-profit relationships. Under these 
conditions of business organization the 
process is not one of an impersonal com- 
petitive market or system of markets. Over 
large areas of the economy, prices and 
the course of business are determined by 
highly personalized administrative deci- 
sions made by officials of business organi- 
zations and affecting large blocks of capi- 
tal resources or of labor resources. 

I think it is quite clear to everyone that 
the decisions of these responsible execu- 
tives have not since VJ-Day mutually 
added up to anything like a workable 
solution of the Nation’s business problem 
in terms of well-sustained production and 
the prosperity that would go with it. It is 
a familiar saying that you can’t do any- 
thing to change the law of supply and de- 
mand. This is true. But I submit that you 
can act intelligently or stupidly within the 
conditions laid down by that law. 

In this transition period we have had an 
unavoidable disturbance in the conditions 
of market or money demand and of phy- 
sical supply of goods and services. What 
should we expect of business management 
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under these circumstances? If the execu- 
tive function is to be performed on a pro- 
fessional plane, should we not look to 
business administrators to bring those two 
forces together under conditions which 
would make for the maximum continuous 
flow of economic power, not for a destruc- 
tive or explosive meeting of those forces? 

May we draw an analogy? The com- 
bustible powers of gasoline are established 
by inexorable laws of nature and so are 
the heat-resistant qualities of steel and 
other materials. You can let a random 
spark touch the liquid gasoline in your 
tank or where it flows from a leak in the 
feed line, and you will burn your car up 
more or less completely. But you can ap- 
ply a timed spark to a vaporized gasoline 
mixture in the cylinder of your engine and 
produce smooth and continuous motive 
power. Similarly, the owners, drivers, and 
service men of the business car may pro- 
duce from the inflammatory and explosive 
economic materials left to us by the war 
a destructive boom and more or less com- 
plete collapse. Or they may produce a 
well-stabilized high level of production, 
employment, and purchasing power such 
as we seek under the Employment Act of 
1946. 

PRESIDENT’S REPORT 


In the President’s Economic Report to 
the Congress on January 8, it was pointed 
out that the flow of purchasing power cur- 
rently disbursed to consumers is not on a 
level capable of taking from the market 
promptly and steadily the flow of goods 
and services that our productive plant and 
labor force, employed with reasonable 
fullness, would be turning out during 
1947. That Report pointed out that fur- 
ther price rises would be inflationary in 
character and would make the funda- 
mental situation even worse, however in- 
toxicatingly pleasant the effects upon cer- 
tain uninhibited individuals. It pointed 
out further that moderate wage increases 
in the lower or medium wage brackets and 
widely distributed but orderly and mod- 





Three Schools of Business Thought 


erate reduction of prices in line with ac. 
tual production costs at high-volume pro. 
duction pointed the way to efficient 
adjustment and smooth operation of our 
economic machine. Excessive wage in- 
creases forced through at points where 
they would result in proportionate or 
greater price increases were stated to be 
no solution of the problem but merely a 
source of further demoralization and in- 
flation. ; 

Well, what have corporation executives 
and union officials done in the face of this 
situation? The labor picture is clouded, 
and this is not a labor audience. So I shall 
refer to that side of the matter only in- 
cidentally as it is involved in the corpora- 
tion manager's future. As for the behav- 
ior of administrative officers of business, 
the course of events as I see it puts them 
in three categories: 


THREE VIEWPOINTS 


First are those who say: ‘‘Get while the 
getting is good. The first and only law of 
business is to grab an honest dollar when- 
ever and wherever you can see it. Let the 
long-haired economists and the vote- 
hungry politicians consider longer-run ef- 
fects or the good of the country. We'll 
play boom forces for all they are worth 
and take our chances of living through 
the depression when it comes.” Business- 
men of this school pushed prices up ag- 
gressively whenever controls were telin- 
quished and resist by any power at their 
command the downward movement of 

trices when consumer resistance asserts 
itself. The danger to others and eventu- 
ally to themselves that comes from this 
course shows up when they curtail produc- 
tion in the effort to perpetuate an artificial 
price situation by choking off supply. 

Second, there are certain more thought- 
ful executives who have mainfested intel- 
ligent realization of the dangers of infla- 
tion and the disturbing effect of rising 
costs of living on wage demands and pos- 
sible work stoppages. Several of them 





living.” 





1947: YEAR OF DECISION 


The current year is one in which “responsibility cannot be evaded nor judgment 
postponed,” says Dr. Nourse in this paper delivered before the Eastern Spring 
Conference of the Controllers Institute, in Washington, D. C., where he serves as 
chairman of the Council of Economic Advisers. The author, in his analysis of the 
“three schools of thought,” challenges management to perpetuate our system of 
private enterprise by “a satisfactory level of employment opportunities, efficient 
use of physical and financial resources, and a widely distributed high scale of 


—THE EDITOR 
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have recently said: “We believe that we 
can contribute to damping out the infla- 
tionary fire and promoting business sta- 
bilization by announcing a ‘firm price” 
policy. Thus those who buy our products 
can make future commitments on an or- 
derly basis, knowing that they can fill 
their requirements for our goods at the 
time dictated by operating reasons with- 
out fear that they will be penalized in 
price and without the necessity of accumu- 
lating inventory and the accompanying 
carrying costs.” A firm price has a sta- 
bilizing effect also by keeping up the flow 
of orders according to normal operative 
needs and inventory practices rather than 
having buyers hold off on orders in the 
hope of getting lower prices later or in 
the fear that the market may be on the 
verge of a demoralizing break. 


THE ANTI-INFLATIONISTS VIEW 


Third is another class of business ex- 
ecutives who have said: “Even though our 
order books are full for months ahead 
and we could sell our goods at present or 
even higher prices, and even though we 
have some past losses that we would like 
to recoup through picking off some of 
these lush profits, we believe that such a 
course of action would contribute to infla- 
tion. We believe further that such infla- 
tion should be stopped, not by new gov- 
ernment taxes or fiscal manipulation, but 
by the astute and disciplined action of 
businessmen themselves. Hence we will 
start a movement toward voluntary busi- 
ness stabilization by reducing our prices 
as promptly and as steadily as the level of 
our current costs under conditions of high 
volume production and efficient manage- 
ment will permit.” Of course the state- 
ments issued by the Ford Motor Company 
and the International Harvester Company 
in announcing their price reductions come 
to your mind as examples of this school 
of business thought. Let me quote the 
opening and closing paragraphs of the 
Ford statement: 


Although more than one million of our 
customers are waiting for delivery of their 
cars at present prices, we are immediately 
reducing the price of every Ford car— 
some models as much as $50. 

This is our “down payment” toward a 
continued high level of production and 
employment in the months ahead. We be- 
lieve that the “shock treatment’ of 
prompt action is needed to halt the insane 
Spiral of mounting costs and rising prices 
and to restore a sound base for the hope- 
ful period of post-war production we are 
now entering..... 

We hope, as we move forward, that we 
will be able to reduce prices further, and 
that we will not be forced to raise them 
again to compensate for cost increases. 


The International Harvester Company 
statement emphasizes the point that nei- 
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ther consumer resistance nor competitive 
necessity dictated their decision to cut 
ptices, and that farm implement prices 
had not advanced as much as many other 
lines. It is notable also that it asserts the 
responsibility of venture capitalism to take 
calculated risks, and this step is taken in 
the face of wage negotiations which the 
Harvester Company assumes will be set- 
tled on “reasonable” terms. Both Mr. Mc- 
Cormick and Mr. Ford call upon their 
suppliers and their workers to see to it 
that further price cuts may be possible. 
Looking at these three schools of busi- 
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ness thought, it is my judgment that busi- 
ness executives of the first group are do- 
ing everything possible to dig the grave 
or drive nails into the coffin of private 
business enterprise. The second and third 
groups, particularly the third, are show- 
ing the power of well-trained and respon- 
sible management to perpetuate our sys- 
tem of private enterprise because it 
produces for the mass of the people a sat- 
isfactory level of employment opportuni- 
ties, efficient use of physical and financial 
resources, and a widely distributed high 
scale of living. 


$305 Billions Assets Estimated as 
U. S. Citizens’ “Social Security” 


United States citizens have provided 
their own Social Security to the extent of 
about $305,000,000,000 amassed through 
Savings, investments and insurance the 
Research Council for Economic Security 
at Chicago, reports. The estimate was 
made after a study of what people were 
doing to provide for their own disabilities 
and old age. The Research Council is a 
non-profit, privately financed organization 
engaged in research with respect to Social 
Security. Its chairman is Bertram J. Cahn. 

The vast fortune built up by the citi- 
zens was divided as follows by the coun- 
cil: savings, $175,000,000,000; real es- 
tate, $60,000,000,000; stock ownership, 
$30,000,000,000, and life insurance, 
$40,000,000,000. 

Other items in the individual wealth 
which are not included in the $305,000,- 
000,000, were: $700,000,000 worth of 
health and accident insurance carried by 
44,000,000 persons; the 8,000 pension 
and group annuity plans conducted: by 
private industry, and the money set aside 
for 1,000,000 persons who are receiving 
military and civil service pensions. 

The council broke down the savings to- 
tal of $175,000,000,000 as follows: cash, 
$25,000,000,000; time and savings de- 
posits, $48,000,000,000; checking ac- 
counts, $42,000,000,000; A-E Govern- 
ment bonds, $34,000,000,000; F-G 
Government bonds, $9,000,000,000 and 
other United States securities, $20,000,- 
000,000. From the $178,000,000,000 to- 
tal, the sum of $3,000,000,000 was de- 
ducted to offset discounted commercial 
notes and other items. 

Discussing the value of real estate the 
council said that the absence of detailed 
statistics made it difficult to ascertain the 
total net value of privately-owned real es- 
tate. However, available data indicated 
the value might be conservatively esti- 
mated at $40,000,000,000 as of 1940. 
Since then land as well as building values 


“have risen by approximately 60 per cent. 
so that the over-all real estate value in 
1946 might be conservatively estimated at 
$60,000,000,000.” The total includes 
farm lands. 

The $30,000,000,000 of investments 
include ownership of the common stock 
in 1,170 corporations. 

The council said a Securities and Ex- 
change study showed the stock ownership 
of these companies consisted of 11,433,- 
000 separate holdings. In addition, there 
were 2,376,000 separate holdings of pre- 
ferred stock in these companies. After 
duplications were eliminated it was esti- 
mated that individual Americans owning 
stock probably numbered between 8,000,- 
000 and 9,000,000. 

The insurance estimate of $40,000,- 
000,000 was the actual cash value of the 
insurance. At the end of 1945, the coun- 
cil said, life insurance in force totaled 
$104,500,000,000, industrial insurance 
$28,500,000,000 and group insurance 
$22,800,000,000. At the end of 1944, the 
council said, more than 40,000,000 per- 
sons were covered by some form of health 
and accident insurance. About 6,000,000 
persons were reported to own some form 
of prepaid medical care. More than 23,- 
000,000 persons are enrolled in Blue 
Cross hospital plans. 

The council declared that America’s 
vast “nest egg” was brought into being 
through the accomplishment and thrift of 
its private citizens. 

“It is important to remember the vital 
functions of this enormous backlog of 
private protection because the good it has 
done in the past may come to naught if 
harmed, obstructed, or even destroyed by 
rash and radical measures,” the council 
stated. “A plan of compulsory govern- 
ment protection would seriously interfere 
with the incentive which causes people to 
provide for their security and to create 
wealth in the process.” 








Streamlining Production Control 


In these days of high costs, manufac- 
turers must maintain rigid control of their 
inventories if they are to avoid serious and 
sometimes disastrous losses when reces- 
sion takes place and prices decline. Econo- 
mists differ widely as to the date of a 
coming recession and as to its severity but 
al agree that a downward trend is bound 
to recur. A system whereby adequate 
stock control can be maintained should, 
therefore, be of timely importance. 

Inventory or stock control has been in 
existence since man first began to record 
his transactions. The earliest form of rec- 
ord was, of course, the four vertical lines 
with a horizontal line drawn through 
them to indicate a fifth item. 

In recent years many types of stock 
control forms have been developed vary- 
ing from pen-written looseleaf sheets 
housed in binders, in trays, or in visible 
files to machine-written records and 
punched-card records. For the most part, 
each of these records has been designed 
to serve only one purpose such as: con- 
trol of warehouse stocks, or a guide to 
determine new purchases, or control of 
repair parts, and the like. They were not 
synchronized with the general accounting 
records and, even though they served the 
purpose for which they were intended, 
they had little or no value as a check 
against interim accounting inventories. 

We felt that, first of all, a good stock 
control record should be coordinated with 
the general accounting records and that 
it should serve all phases of the business, 
namely: 


Requirement 1—Management 
Securing expected gross margin 
through coordination of sales and 
production effort as applied to dif- 
ferent products and qualities. 
Requirement 2—Sales Division 
Coordination of sales effort. 
Requirement 3—Manufacturing Division 
Scheduling production. 
Requirement 4—Order Division 
Delivery promises and shipments. 
Requirement 5—Accounting Division 
Interim valuation of inventories. 


To accomplish these objectives would 
require several separate accounts for each 
item in order to reflect the current bal- 
ance of stock in each of the various stages 
of production, the balance of finished 
stock, and the balance of unfilled cus- 
tomers’ orders. To be practical as a ref- 
erence source these accounts should all 
be on one sheet. To be completely effec- 
tive the current balances of all the ac- 
counts should be recorded on one line 
and each balance should be continuously 
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brought forward to date even though the 
balance is not effected by the current 
posting. 

After carefully determining our te- 
quirements we consulted with representa- 
tives of the various manufacturers of ac- 
counting machines. Assisted by the tech- 





Dr. Nourse’s Paper Is Subject of 
“New York Times” Editorial 


Editorial comment on the address 
by Dr. Edwin G. Nourse, at the 
Eastern Regional Conference of 
the Controllers Institute on March 
17, was part of the leading edi- 

| torial in “The New York Times” 
on April 10. Said the editorial: 


| “The Administration has shown 
| marked concern during the past fort- 
| night over the continuing upward trend 
| in prices. The President expressed ap- 
| prehension on this point in a press con- 
ference last March 26, and yesterday 
he summoned his Cabinet in a special 
session to listen to a report by Dr. Ed- 
win G. Nourse, chairman of the Coun- 
cil of Economic Advisers, dealing with 
the situation and its possible implica- 
| tions. 

“The only official word from the 
White House after the meeting was that 
‘no action was taken, and none is 

| planned.’ Unofficially it was reported 
that Dr. Nourse repeated in substance 
what he recently said before the Con- 

| trollers Institute: namely, that rising 
prices are an invitation to further wage 

| demands and to the development of 
consumer resistance.” ... 


The full manuscript of Dr. 
_ Nourse’s address is published on 
| pages 220-221 of this issue of ‘The 
| Controller.” 











nical staff of one of these manufacturers, 
we developed not only the stock record 
card pictured herewith (on facing page) 
but also a highly automatic machine 
which records the postings with accuracy 
and with a minimum of time and effort. 

The seven types of sample entries, 
shown on the specimen stock record card 
illustrated, cover only the basic transac- 
tions necessary to caffy an item, from 


its inception by issuance of a Production 
Order, through the various manufactur. 
ing operations to completion and ship. 
ment to the customer. There are, of course, 
many variations of these transactions, in- 
cluding: Cancellation of a Production 
Order, Cancellation of Customers’ Orders, 
Sundry Adjustments, and so on. In fact, 
there are, in all, some twenty-six different 
required types of postings. 

These seven types of postings, their 
source and their effect on the various bal- 
ances are described below. To aid in a 
clearer understanding of this description, 
I should explain that in our type of man- 
ufacturing we have three major opera- 
tions: (1) Beaming (Preparing the yarn 
for the loom) ; (2) Weaving; (3) Fin- 
ishing. 

Separate cards are provided for each 
Quality, Pattern, Color and Size. 

Posting 1—Production Order. This or- 
der is issued periodically after consulta- 
tion with the Sales Division and the 
Manufacturing Division. It must not ex- 
ceed the production budget already es- 
tablished. It can be decreased at any time 
prior to issuance of the Beaming Order 
if a falling off in customers’ orders indi- 
cates the amount to be excessive. The 
posting of a Production Order increases 
the balance in the Production Order col- 
umn, and increases the balance in the 
Available To Sell column. 

Posting 2—Beaming Order. This order 
is issued by the Manufacturing Office as 
beaming equipment becomes available. It 
must not exceed the balance in the Pro- 
duction Order column. The posting of a 
Beaming Order decreases the balance in 
the Production Order column, increases 
the balance in the Beaming column, and 
increases the balance in the Available 
Stock column. 

Posting 3—Customer’s Order. This 
posting media is prepared from Cus- 
tomers’ Orders received. The posting of 
a Customer’s Order increases the balance 
in the Customers’ Orders column, de- 
creases the balance in the Available To 
Sell column, and decreases the balance 
in the Available Stock column. 

Posting 4—Beaming Report. This te- 
port is issued by the Beaming Depatt- 





troller. 





A “RADAR” FOR STOCK RECORDS 


In a concise form, Artloom Corporation, of Philadelphia, keeps its stock 
records up to the minute at low cost. Its system, which provides a “searching 
eye” control of inventories, is described by Mr. Rankin, the corporation's con- 


—THE EDITOR 
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ment and covers all production com- Meeting Requirement 1—(Manage- decreased when a Customer's Order is re- 
pleted during the day. The posting of a ment—Securing Expected Gross Margin ceived, the balance will, at all times, rep- 
Beaming Report decreases the balance in Through Coordination of Sales and Pro- resent the quantity scheduled to be pro- 
the Beaming column, and increases the duction Effort as Applied to Different duced or in process which still remains to 
balance in the Weaving column. Products and Qualities.) Our company _ be sold. Thus Requirement 2 is met. This 

Posting 5—Weaving Report. This re- manufactures rugs and carpets and since is true because the Sales Division can, 
port is issued by the Weaving Depart- the industry holds two semi-annual show- from a quick reference to this single col- 
ction ment and covers all items woven during ings or openings a year, budgets are fixed mn, regulate sales and issue sales quotas 
.ctur- the day. The posting of a Weaving Re- semi-annually and production determined _ to salesmen. 
ship- ort decreases the balance in the Weav- six months in advance. Meeting Requirement 3 (Manufactur- 
uurse, ing column, and increases the balance in The Sales Division prepares an esti- ing Division—Scheduling Production). 
3, in- the Finishing column. mate of expected sales of each product Inasmuch as the balance of the Available 
ction Posting 6—Finishing Report. This re- for the six months’ period. This esti- Stock column (Column I) is increased 
ders, port is issued by the final inspectors who mate is checked by the Manufacturing when a Beaming Order is issued and de- 
fact, transfer production out of process into Division to make certain that it is within creased when a Customer's Order is re- 
erent finished stock. The posting of a Finishing the production capacity of the plant and ceived, the balance will, at all times, rep- 
Report decreases the balance in the Fin- affords economical operation. The Ac- resent the units in process, plus the fin- 
their ishing column, and increases the balance counting Division then, on the basis of ished units, minus the unfilled Customer's 
bal- in the Finished Stock column. this sales estimate, and in cooperation Order. 
in a Posting 7—Shipments. This posting with the Manufacturing Division, pre- If the units in process, plus the finished 
tion, media is prepared from sales invoices. pares the manufacturing and production units, exceed the unfilled Customer's Or- 
man- The posting of Shipments decreases the budgets, calculates standard costs and, ders, the balance is automatically printed 
Dera- balance in the Finished Stock column, after the sales prices are fixed, arrives at in black. If the units in process, plus the 
yarn and decreases the balance in the Custom- the gross margin of profit. finished units, are less than the unfilled 
Fin- ers’ Orders column. When the Management, the Manufac- Customers’ Orders, the balance is auto- 
The card is always in cross balance as_ turing Division, and the Sales Division matically printed in red. Thus a black bal- 
each will be indicated by using Posting 9 as have approved these budgets, Require- ance indicates that units are being pro- 
an example. ment 1 has been met. This is true because duced for stock, while a red balance indi- 
5 OF- acs Production Orders must be issued in con- cates that units are being produced against 
Ita- ae (Kol ©). te formity with the production budget but Customers’ Orders. 
‘ Plus Weavin (Col. D) 5 ee ‘ona 5 . . 
the Plus Finis ngs with provision for adjustments, made This column, therefore, meets Require- 
é us Finishing (Col. E) 15 ace ten viene Antone eo 5 asada ties Biliasaliear tesla EME. 
ex Plus Finished Stock (Col. F) 10 necessary by changing conditions, to be ment 3 as it guides the Manufacturing 
es- icles effected within the framework of the co- fice in scheduling work into the plant. Of 
time 140 ordinated program. ; course, the ideal situation would be to al- 
“4 Less Customers’ Orders (Col.G) 240 Meeting Requirement 2 (Sales Divi- ways manufacture against Customers’ Or- 
ndi- rae ‘ See. sion—Coordination of Sales Effort). Inas- ders but this is, at times, impossible. 
The ne — S ig much as the balance bi the Aeitable To Of further assistance 2 scheduling 
ases iba Sot Sell column (Column H) is increased work into the plant is the color scheme 
col- Equals Available toSell (Col.H) 500 when a Production Order is issued, and employed in the Posting column (Col- 
the 
der | 2 Pe YX 
2 as 
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and 1/5055-2 9x12 
ble DESCRIPTION COLOR 
Oak Leaf Burgundy 
‘his MINIMUM MAXIMUM 
Us- 
he posting | OntrR | BEAMING | Weavine | FinisHina | FINISHED |cusTomeRS os “stock 
Te roc 800); 00; 00; OO; 00} 00] (1)| 800]sN sPol| 00 
si  * 700} 100 00 00 00 00) (2)| 8O0O\vaN 8 80/1100 
O| FTées 200 00 00 00; 200! (3)| 600\4N wo col] 100 
te- 90; 700 10 90 00 00; 200) (4)| 600vaN2z 328i] 100 
urt- 85! 700 10 05 85 00; 200) (5)| 600V4aNu wil 100 
= 70| 700 10 05 15 70; 200) (6)| 600V4anNie all 100 
60} 700 10 05 15 10} 140) (7)| 600Wanis sil 100 
100} 600] 110 05 15 10; 140 60 
100 600111 (8) O|JAN 19 80 00 
0 05 15 10; 246) (9)| SOO|MmN2 col] 190 
(A) | (B) | (ce) |. (dp) Ee) Toh) TCs) | (H) (I) 
Note that in this form (reproduction is reduced—original over-all size is 8 inches wide, 103/, inches deep) there is available a vast amount 
=A Eee on a card less than 8 inches in width. Figures in this reproduction which appear in italics indicate figures printed in red on 
4 nal, 





— YUM 








224 


umn A). This column shows the amount 
of the item as taken from the posting 
media. All amounts in this column are 
recorded in black except Customers’ Or- 
ders which are recorded in red. If it be- 
comes necessary for the Manufacturing 
Office to schedule production for stock, 
these red figures show the Customers’ Or- 
der activity of the unit and serve to pre- 
vent over-production. 

Meeting Requirement 4 (Order Divi- 
sion—Delivery Promises and Shipments). 
Requirement 4 is met by a study of the 
balances in Columns C, D, E, F & G. 
These balances show the units in process, 
and the units in finished stock, as com- 
pared with unfilled Customers’ Orders, 
and enable the Order Division not only 
to schedule deliveries but also to make 
approximate delivery promises. 

The Order Division may also request 
changes in the production schedules to 
meet special conditions which may de- 
velop. 

Meeting Requirement 5 (Accounting 
Division—Interim Valuation of Inven- 
tories). The finished stock inventory in 
the general ledger is adjusted at each in- 
terim closing period to the actual manu- 
facturing cost value of the balances ap- 
pearing in the Finished Stock column. 

The relative correctness of departmen- 
tal-in-process inventories can also be de- 
termined by pricing balances appearing in 
the in-process columns at approximate 
manufacturing costs developed from a 
study of physical inventories, and deter- 
mining the average per cent. of comple- 
tion. A spot check of physical inventories 
against card balances throughout the year 
will eliminate the necessity of taking a 
complete closing physical inventory. 

In any event, inventory shortages fre- 
quently developing at the close of the year 
and which can be so upsetting to the an- 
nual operating results, are almost entirely 
eliminated. Thus the fifth and last re- 
quirement of the system is met. 

A Stock Report is issued at the close of 
the week showing Quality, Pattern, Color 
and Size together with the latest balance 
appearing in each of the eight columns. 

The cards are filed in visible trays 
by Quality and Size and are available to 
the Operation Department at all times. 
The cards are so positioned in the trays 
that only the Available Stock column 
(Column I) is visible. A quick glance at 
a “spread” of cards instantly spots the 
“out-of-line” items. A review of the com- 
plete inventory can, therefore, be made in 
a relatively short time. 

As most of the preparatory work done 
in the department is required for account- 
ing and report purposes, the actual cost 
of the record is comparatively low and 
covers only the machine operation in 
posting the card and preparing the weekly 
Stock Report. 

The high spots of machine versatility 
and operation are as follows: 
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The machine uses the equation method 
of proof. Columns B, plus C, plus D, plus 
E, plus F, minus G, equals H. Therefore, 
Columns A, plus B, plus C, plus D, plus 
E, plus F, minus G, minus H equal “00.” 
This latter equation is used by the ma- 
chine in picking up the old balances. The 
proof “00” is printed on the Tally Tape. 
If an error has been made in the pick-ups 
and the proof “00” is not obtained, the 
incorrect amounts can be instantly can- 
celled from the machine. Inasmuch as 
Columns C, plus D, plus E, plus F, minus 
G, equal I, the above proof of the ele- 
ments C, D, E, F & G also provides and 
proves the pick-up of I. 

The proof “00” of pick-ups is made 
before any portion of the entry is recorded 
on the card. Errors in pick-up and the 
correction of such errors are, therefore, 
eliminated from the card. 

After the proof “00” is recorded on 
the Tape, the operator writes the amount 
of the item as taken from the posting 
media together with its designating sym- 
bol. This item records as an original en- 
try (no carbon) on the Tape and auto- 
matically repeats on the ledger card. This, 
from the operator's standpoint, completes 
the operation. The machine now, in a 
completely automatic manner, computes 
and records the new balance in each col- 
umn on the form after which it automati- 


cally returns to the starting point ready 
for the next posting. 

An identical operation is used for every 
type of entry, regardless of its nature. The 
machine is set for each type of posting 
through the positioning of selective levers 
on the control plate. These selective levers 
provide for an almost infinite variety of 
postings—our records require twenty-six 
different types. 

When an error, made in the prepara- 
tion of the posting media, results in an 
attempt to decrease a balance by an 
amount greater than the balance itself, 
such as the attempted shipment of 100 
units out of a finished stock of only 80 
units, the machine will automatically stop 
before making the entry on the ledger 
card. This not only prevents the printin 
of the incorrect entries on the ledger po 
but also calls the operator’s attention to 
the error made in the medium. 

Our experience shows that some 500 to 
600 postings can easily be made per ma- 
chine per day. 


Although this article discusses our com- 
pany’s installation, both the system and 
the machine are so flexible that they 
could be adapted to almost any manufac- 
turing operation. The system, as our ex- 
perience verifies, controls inventories so 
effectively that the danger of losses due 
to price recessions and unbalanced inven- 
tories is reduced to an absolute minimum. 


New Experience Rating Law Is 
Adopted by New York State 


New York State employers were as- 
sured of an estimated $140 millions in 
unemployment insurance tax rebates from 
the state next year as Governor Thomas 
E. Dewey signed the controversial Young- 
Demo measure. The bill, besides clearing 
the way for continued rebates, also sub- 
stitutes an “‘experience’’ factor for the so- 
called ‘annual pay roll” factor. 

Since the adoption of the earlier New 
York law, which the new law replaces, 
the states of Utah and Washington had 
adopted its main features, and other 
states had been urged to do so. 

Under the new law, it has been pointed 
out by L. J. Calhoun, of Unemployment 
Benefit Advisors, Inc., ““New York em- 
ployers for the first time have an unem- 
ployment compensation cost incentive to 
regularize employment and to help police 
the system against unwarranted claims.” 

Net contributions in the past have been 
determined in New York under a for- 
mula with three factors—(1) age of 
firm—5 points; (2) quarterly payroll de- 
crease—6 points; and (3) annual pay- 
roll decrease—12 points. Thus hiring and 
firing practices may be very poor without 
affecting the rate. Under the bill the an- 


nual wage factor, which has more weight 
in determining net contribution cost than 
the other two factors combined, is re- 
placed by a benefit payments factor. 

“Possible range in the net contribu- 
tion rate is also increased,’ Mr. Calhoun 
noted. “Lowest net rate for 1945 was 
around 1.7 per cent. and for 1946, 1.6 
per cent. It can now go as low as .5 per 
cent. While this minimum will not likely 
be applicable to any employer in 1947, 
lowest rates will apparently be substan- 
tially under the 1946 minimum.” 

New York’s new law reduces the level 
of the fund from at least four times the 
amount contributed by the employers dur- 
ing the preceding year to three and one- 
half times the previous year’s contribu- 
tions. In 1946, contributions soared to 
$252,000,000—trequiring a reserve of $1,- 
008,000,000. The new law cuts this down 
to $875,000,000. : 

As the law also changes the effective 
date for application for rebates from 
July 1 to October 1, the Division of Un- 
employment Insurance estimated that the 
fund surplus would be increased by $22,- 
000,000, boosting the available rebate to- 
tal to $140,000,000. 
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Wide Public Distrust of Financial Statements 
Revealed in Controllership Foundation Study 


Half the people in the United States 
do not trust financial statements made by 
business, and this skepticism is due largely 
to a lack of understanding of accounting 
methods, a study recently released by the 
Controllership Foundation, Inc., reveals. 
The report, which is based on a survey by 
the Opinion Research Corporation, fi- 
nanced by the Foundation, was approved 
at the annual meeting of the Board of 
Trustees of the Foundation, held April 
11 at the Waldorf-Astoria Hotel, New 
York. Mailing of the report to members 
took place in mid-April. 

As is known from earlier announce- 
ment, the report deals with “The Public’s 
Acceptance of the Facts and Figures of 
Business Accounting.” It comprises an in- 
quity through public opinion research 
into the degree of acceptance by the pub- 
lic of the facts and figures of business ac- 
counting as reflected by formal statements 
and less formal published figures. 

“This report shows,” said Daniel J. 
Hennessy, the Foundation’s President, 
“how little understanding there is of ac- 
counting terms and the necessity for ex- 
ploring means and symbols of expression 
to make financial and accounting state- 
ments more interesting, understandable 
and above all, believable.” 

Forty-five per cent. of the persons ques- 
tioned in a nation-wide survey expressed 
the opinion that ‘‘most companies actually 
make more than they report’’ and only 
forty-one per cent. believed that “‘most 
companies tell the truth about their prod- 
ucts.” 

“This report,” says the Foundation, “‘is 
the first step in a broad program to ap- 
praise and improve the services of the 
Controllership function. It may well serve 
as a fresh starting point for the work of 
all whose activities are concerned with the 
accumulation, dissemination and interpre- 
tation of the figures of business. 

“The survey reveals three disturbing 
facts,” the report declares, ‘‘first, that the 
public has an erroneous impression of the 
amount of profit made by eee firms ; 
second, that a considerable section of the 
public does not understand the terms in 
which business reports are couched, even 
though they are sanctioned by long use; 
and, third, that in spite of certified audits 
and all the safeguards imposed by Federal 
and State laws and regulations of the Se- 
cutities Exchanges, a substantial percent- 
age of the public distrusts the financial 
statements of business. 

“Correcting the first misconception is 
ptoperly the responsibility of management 
through its public relations function. 
Management, however, will be able effec- 


tively to discharge this responsibility only 
if the accounting function can provide the 
figures of business in terms and symbols 
so clear that they present a convincing 
and easily understood picture of the op- 
erations and situations they represent. 

“One-third of the people think busi- 
ness in general is making too much profit. 
When asked, ‘Do you think business as a 
whole is making too much profit, a rea- 
sonable profit, or not enough profit?’ 32 
per cent. said too much, 50 per cent. rea- 
sonable, 8 per cent. not enough. 

“Moreover, the public is unfamiliar 
with accounting terminology. People be- 
lieve company financial statements are 
hard to understand—56 per cent. said 
that profit reports had too many figures 
and big words.” 

A section of the report is devoted to 
how the public arrives at its opinions and 
the extent of direct exposure to the fig- 
ures presented in financial statements. 
That this exposure is limited is indicated 
by the fact that 23 per cent. say they have 
never read any company report on the fi- 
nancial page in their newspaper, and only 
30 per cent. have read anything at all 
about profits in the newspaper recently. 

“People draw conclusions about com- 
pany profits from a wide variety of im- 
pressions,” the report continues. “One of 
the most frequently mentioned reasons 
for saying profits are high is the current 
price level. To some, plant extension sug- 
gests large profits. High pay for execu- 
tives, mere bigness, substandard goods, 
poor service and shortages frequently lead 
to the conclusion that companies are mak- 
ing too much money. 

“The present report is only a first step 
in a constructive research program to de- 
velop terms and techniques which will 
dispel the public’s suspicion of the book- 
keeping of business. To accomplish this 
will require the cooperation of the ac- 
counting, banking, investment, and legal 
professions; the governing bodies of the 
Securities Exchanges; and the appropriate 
agencies of Government. It is a long- 
range program which will require creative 
imagination, patience and perseverance. 
But now that the problem has been posed, 
it can hardly be ignored.” 


REPORT RELEASED WIDELY 


Wide dissemination of the information 
contained in the report has been effected 
through news releases to the financial edi- 
tors of leading newspapers and editors of 
business and financial publications; and 
by distribution of the report itself to pres- 
idents of more than one thousand com- 
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panies whose securities are listed on the 
New York Stock Exchange and the Curb 
Exchange and whose fiscal officer is not a 
member of the Controllers Institute. 

In addition other foundations, and in- 
stitutes in parallel lines of activity, one 
hundred of the largest banks in the coun- 
try, leading industrial and trade groups, 
deans of graduate schools or heads of 
schools of commerce and administration, 
as well as figures in the public eye, such 
as, the Chairman of the Council of Eco- 
nomic Advisers to the President, the Sec- 
retary of Commerce, the Chairman of the 
Securities Exchange Commission, and 
others. 

This wide distribution of the report has 
been effected because here is an opportun- 
ity for a cooperative effort by all business 
leaders, educators and government agen- 
cies. 

At the annual meeting of the Board of 
Trustees, plans for an extension of the in- 
quity in the current report were discussed. 
It is hoped that this report will set the 
stage for invention and discovery on the 
part of all those concerned with bringing 
about better understanding and elimi- 
nating uncalled for suspicion of the facts 
and figures of business accounting. 

Plans are being readied to enter the sec- 
ond phase of this investigation to develop 
methods and techniques and present them 
to industry after tests of their effectiveness 
have been made of terms and symbols 
which will present a convincing and easily 
understood picture of the operations and 
situations they represent. 

In addition, application for a grant of 
funds by Founder member, the Control- 
lers Institute of America (Committee on 
Education), for research into education 
for controllership was granted. Objectives 
have been stated as follows: 


1. To define more specifically than has al- 
ready been done the scope of control- 
lers’ functions and the considerations 
involved in performing these func- 
tions. 

2. To analyze and classify the qualifica- 
tions necessary for the practice of con- 
trollership. 

3. To analyze and classify the qualifica- 
tions necessary for teachers of courses 
in preparation for controllership. 

. To survey the educational facilities 
now available for training for control- 
lership and the research and educa- 
tional facilities of related professional 
societies, 

5. To suggest Steps toward im proving the 

educational facilities of controllers. 
(Please turn to page 259) 


> 








Market Research and That 
Unfilled Orders Backlog 


Recently, one of my former students 
called me long distance to ask for some 
marketing advice. His company manufac- 
tures a patented plumbing fixture. Last 
year they had all the business they could 
handle, and sold 600,000 units. Now 
they have geared their production to 
100,000 units a month and their sales 
are running well behind production 
schedules. He wanted to know what sug- 
gestions I might have about uncovering 
some new markets. 

I should say his company’s experience 
is somewhat typical of the experience of 
quite a number of companies, particu- 
larly in the consumer's goods industries, 
who since V-J day have been concen- 
trating on production problems to the 
exclusion of distribution. Recent slacken- 
ing in consumer spending has directed 
their attention sharply to the business of 
selling. 

While 60 per cent. of the wartime ac- 
cumulation of liquid assets is reputedly 
still in the hands of individuals with in- 
come of less than $5000, since the end 
of the war the cost of living has advanced 
neatly three times as fast as the dis- 
posable per capital income. The main 
danger of a recession lies not so much in 
over-production as in lack of balance in 
production. We are getting too much of 
some things and not enough of others. 
Part of this trouble is a hangover from 
some of the too long extended “phony” 
ptice restrictions of the O. P. A. 

It is time to exercise restraint in soft 
goods and expand the durable goods pro- 
duction. Inventories are piling up in cer- 
tain of the food and clothing lines. The 
canned goods industry for instance is 
heading into an accumulated over-produc- 
tion of 25 million cases of canned peas, 
unless immediate drastic reductions are 
made in growing acreages. 

If workers are laid off in the lighter 
industries, their lost income and the bad 
psychology created by seeing men out of 
jobs, reduces markets for a wide variety 
of goods. A chain reaction is quite pos- 
sible that could extend right back to the 
durable goods industries in spite of their 
large backlog of unfilled orders. 

I think the December, 1946 issue of 
the National City Bank Bulletin, on the 
economic outlook, expressed the idea 
pretty well: 


‘In the last analysis, what will count 
in the business situation is the general 
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balance of cost, price and income rela- 
tionships. It is in these areas that the 
answer to the question whether trade will 
continue at present high volume ts to be 


found.” 


If this balance obtains then the inven- 
tory figures themselves need not be in- 
terpreted as portending a recession. 

One of the chief standing arguments 
of the optimists against any serious re- 
cession in business is the great dammed- 
up demand for consumer’s durable goods 
such as automobiles, refrigerators, and 
vacuum cleaners. But it should be pointed 
out that in pre-war times, expenditures 
for these goods amounted to only between 
10 and 15 per cent. of our total national 
expenditures, and that the bulk of our 
spending went for food, clothing, rent 
and semi-durable lines. In these lines we 
are fast overtaking the backlog of un- 
filled orders and are in the process of 
shifting from a seller's to a buyer’s mar- 
ket. Since many companies will soon en- 
ter the competitive market with a ven- 
geance, it behooves them to have a 
knowledge of their market thoroughly in 
hand. This is where market research 
comes in. In production, all the factors 
are under the direct control of the man- 
agement. In distribution, on the other 
hand, very few of the factors are under 
the direct control of the management. 
Distributors have to be persuaded. They 
cannot be told. Customers have to be 
wheedled into buying. There are psycho- 
logical handicaps too. You can tell how 
a piece of cold drawn steel will respond, 
but you cannot tell how much effort must 
be expended and how long it will take to 
persuade a woman to buy a bottle of 
pickles. 

Market research is concerned with fac- 
tors that are highly dynamic. It is im- 
possible to proceed with absolute exact- 
ness in the collection and interpretation 
of data about the market. But it is never- 


theless necessary to proceed, and a to 
management that follows a drifting mar- 
ket policy without benefit of market te. 
search aid, may find it difficult to operate 
at a profit. 

To state it in a little more positive 
form: If there is to be a fair likelihood 
of success for any marketing operation 
in the coming competitive market, that 
Operation must be carefully charted and 
operated—albeit changing governmental 
and social forces make that operation a 
complex one, in which the wanted pre- 
cise knowledge is not always immediately 
available. Market information is not 
worth much today unless it is up to date. 
In 1936, for example, it took 7.3 weeks 
of work for the average factory worker 
to make enough money to buy a refrigera- 
tor. In 1946, it took only 4.5 weeks’ work 
to make enough to buy a refrigerator. 

In 1939, one-third of the families in 
this country had annual incomes below 
$1000, and two-thirds of the families 
had incomes below $2000 a year. Five 
years later, 85 per cent. of the families 
had incomes over $1000, and over half 
had incomes over $2000. In actual num- 
bers, the “‘over $1000” market had in- 
creased almost 40 per cent. and the over 
$2000 market had more than doubled. 

Similarly, population shifts have 
changed market areas, geographically 
speaking. From 1939 to date, California’s 
population has increased over 30 per cent. 
It is the leading state, excepting two, in 
urban population, and has so many more 
automobiles than any other state that not 
even New York is likely ever to catch 
up. In spite of its large urban popula- 
tion, it had in 1946 the largest cash in- 
come from farm crops of any state in the 
union—although only 1/10 of our popu- 
lation lives on farms. If I keep on here, 
I'll sound like the Los Angeles Chamber 
of Commerce—but all I want to do is 
to emphasize that market research is not 
a one-time, one-shot proposition. It must 








KEEPING ON TOP 


“As the backlog of unfilled orders fades away, the business that relies on 
market research to keep abreast of the customer’s point of view is the business that 
is going to keep on top of the heap,” concludes Mr. Faville, professor of mar- 
keting at Stanford University’s Graduate School of Business, in these observa- 
tions which he delivered before a recent meeting of the San Francisco Control. 


—THE EDITOR 
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be regarded as a continuing operation to 
help develop new sources of profit by 
discovering new markets and new prod- 
ucts, and as a hedge against market 
changes that are taking place all the time. 


AIM OF RESEARCH 


Market research, if properly function- 
ing, should foster confidence in the com- 
pany’s organization in helping the man- 
agement to make the right decisions on 
such steps as products to be manufac- 
tured, packaging to be used, sales promo- 
tional methods and what not, instead of 
falling back on guesses and hunches. 

It is not feasible here to indicate all 
the possible ways in which market re- 
search can be of help to management, but 
I have selected ten aids by way of illus- 
tration : 


(1) Forecasting sales, 

(2) Figuring sales potentials, 

(3) Setting sales quotas, — 

(4) Analyzing sales statistics, 
erences, 

(5) Studying consumer's buying pref- 

(6) Testing advertising effectiveness, 

(7) Testing products to be put on the 
market, 

(8) Developing new product uses, 

(9) Measuring salesmen’s performance, 
and 

(10) Studying prices. 


Rather than dabbling a litle in each 
one of these topics, let us take one and 
discuss it in some detail to show what 
market research can accomplish. Let us 
take the figuring of the sales potential. 

It is management’s responsibility to 
make the maximum volume of sales com- 
mensurate with the maximum amount of 
profit—to bridge the gap between the 
merchandise and the customer’s dollars. 

In doing this it may pursue three pos- 
sible routes perhaps: 

(1) It may follow the cut price route 
in which case it may get volume, but runs 
the risk of a low profit. 

(2) It may follow the high pressure 
toute—in which case it runs the risk of 
no repeat business and high sales costs. 

(3) It may pursue the more balanced 
course of keeping its merchandise and 
sales in proportion, maintaining the mini- 
mum of inventories, selling a complete 
line, and obtaining a fair share of the vol- 
ume commensurate with a reasonable 
margin of profit. Its sales planning is in 
line with the facts. 

Too many companies pursue haphazard 
methods in estimating their sales. 

1. Sometimes they have taken last 
year's sales and have figured they could 
do 5 or 10 per cent. better this year. The 
percentage of increase they chose was not 
tied to anything in particular—just cus- 
tomary—or 10 per cent. sounded good. 

2. Then again they have run to the 
other extreme and have gone all out to 


The Controller, May, 1947 


take 100 per cent. of the market—forget- 
ting in their zeal that their competitors 
might have some plans too. 

If they followed the plus ten per cent. 
course, they may have just gotten by. 

If they followed the 100 per cent. 
route, they have sometimes broken the 
market. 

Between these two extremes, there usu- 
ally is a well balanced volume objective, 
built on a realistic view of the market, and 
that share of it which may reasonably be 
regarded as yours. 

Any practical plan for the survey of a 
market potential must strive to discover 
where customers are and how much they 
have to spend. 


MARKET DEFINED 


A market consists of that group of peo- 
ple who are willing as well as able to buy 
any given product. 

In figuring sales potentials, it is a mis- 
take to assume that because a community 
has savings of so many thousands of dol- 
lars, that equivalent thousands of dollars 
can be extracted in sales. 

The relationship between buying power 
and willingness to buy, varies greatly by 
years, by communities, and by classes of 
income. People may be willing to spend 
more if the tide of prosperity is running 
high. They may be more likely to buy if 
they own their homies; or if they live on 
farms with good soil; or if they have a 
dependable climate from year to year; or 
if it is easy to get into town, or what not. 

Each company has to develop its own 
market sales potential based on those fac- 
tors which most nearly relate to its prod- 
uct. 

For example, a company selling camera 
supplies, found buying income, automo- 
bile registrations, good roads, scenic .at- 
tractions, numbers of days of sunshine 
(for taking pictures) and tourist income 
important indices to the demand for film 
—as anyone might expect. 

But it also found, that birth rates were 
even more important thar scenery, tour- 
ists, or climate—since the urge to photo- 
graph junior’s early progress through life 
far overshadowed the scenic attractions. 
The amount of sunshine did not seem to 
matter too much either—because the par- 
ents were willing to wait for a sunny day 
and would make up for lost time when 
the sunny day came. 

And then they found in some areas that 
they had scenery, and good roads, and 
sunshine, and tourists, and plenty of ba- 
bies and everything else that should make 
for sales—but few sales because those 
areas were populated largely with certain 
foreign born peoples who hadn't been 
educated to the desirability of taking 
photographs of any kind. 

As time went on, this company evolved 
a sales potential for the whole country— 
county by county—and it was then in a 
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position to go after the business on an in- 
formed scientific basis—reminding tour- 
ists that here was the highest waterfall in 
the country to be photographed that now 
was the time to get that picture of little 
Johnnie before his curls were cut—and 
that these people who had moved in from 
other parts of the world, should follow 
the best American tradition by keeping a 
photograph album. 


SALES Cost CONTROL 


Sales costs are difficult to control with- 
out a thorough market analysis. Unless 
you know the sales potential, how can you 
tell how much to spend on sales promo- 
tion, and how much pressure to apply to 
get business in any given area? 

And unless you know how much pres- 
sure has been put on, in terms of what 
that pressure costs, it is impossible to tell 
whether you are making or losing in any 
given territory. If you send out one 
$4,000 a year salesman to extract $150,- 
000 worth of business out of a territory 
that should produce $500,000 worth of 
business, you are wasting a good territory. 
And conversely, if you put a $4,000 man 
into a territory capable of producing only 
$100,000 worth of business, you are wast- 
ing a good man. In either case you are 
wasting potential profit. 

Sources of information in building a 
sales potential do not all lie outside the 
business—and particularly where a new 
activity is contemplated, survey of the 
sales potential begins first within the busi- 
ness itself in finding answers to such ques- 
tions as these: 


Is what I have to sell what the customer 
wants ? 

Have I picked the right market ? 

How does my product measure up in 
quality, style, or price? 

Am I using an up to date method in 
the selection, training, and supervision of 
my salesmen ? 

How do my product and my service 
stack up with that of my competitors ? 

If you do not make this internal survey 
first, and then sales do not work out in 
the field as you had planned, you may end 
up blaming your salesmen or your market 
analyst, when really what is wrong is that 
you may be trying to sell anti-freeze in the 
Imperial Valley; or a washing machine 
that will not get the clothes clean; or are 
using a salesman who has not been prop- 
erly trained. 

From your operating statements, your 
past sales records and correspondence, 
your customer records and salesmen’s re- 
ports, you should have available informa- 
tion regarding: 

1. Probable sales by individual customers. 
2. Reasons for customers leaving you. 

3. Most likely territories for development. 
4. Most promising product lines. 

5. Sales by size of order, and such. 
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These records should show shifts in 
product demand, the relation of sales of 
your product to changed business condi- 
tions, and changed trading areas. 

They should supply a large part of the 
concrete information on which to base 
your sales forecasts. 

Your next job is to build a market in- 
dex from external sources. A market in- 
dex may be defined as “‘a system of indi- 
cators which reveals the relative business 
activity of different territories or their 
probable ability to absorb goods or serv- 
ices.”’2 On such an index, sales quotas are 
set and advertising appropriations deter- 
mined. 

If you have goods to sell that are con- 
sumed in proportion to the po ulation, 
you would not need a market index other 
than just population. Salt might be con- 
sidered such a product—but even salt 
varies in usage. For instance, because of 
the meat packing industry located in Chi- 
cago and using great quantities of salt for 
meat curing purposes, Chicago uses more 
salt than New York City, though New 
York is very much larger. 


MEASURING ABILITY 


In measuring buying ability there are 
certain readily available statistics, such as: 
Population—broken down into native, 

white, literate, and so on. 
Income tax returns. 

Number of homes owned. 

Number of telephones owned. 
Assessed property valuations. 
Automobile registrations. 

Life insurance in effect. 

Rent paid by families, and the like. 

These items relate to buying ability, 
and they are perhaps more important as 
guides in expenditures for advertising 
than they are in building sales quotas. The 
practical sales potential has to get ability 
to buy reduced to terms of inclination to 
buy. 

One of the best indices of inclination 
to buy is in sales actually made in the past. 
People who have bought liberally before 
ate likely to do so again and people who 
are cautious about buying are likely to 
continue to behave in that way. 

And so we have another set of statistics 
available that measure willingness to buy 
such as: 

Retail saics. 

Theatre attendance. 

Newspaper and magazine circulation. 

Number of doctors and dentists in the 
community, etc. 

When you add to the above, such in- 
dices of business conditions as bank deb- 
its, carloadings, and sales of postage 
stamps, you have a rough measurement of 
business activity as it exists in the terri- 
tory you plan to enter. 

Your next and most difficult job is to 
sort out and relate all these factors to 
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your product in building an index of your 
own—and here it becomes necessary to 
know the peculiarities of each section of 
your territory from actual observance of 
the field. 

Let me give some examples: 

San Francisco and Sacramento are ap- 
proximately 85 miles apart, but women 
wear fur coats the year around in San 
Francisco, while in Sacramento fur coats 
would be very uncomfortable most of the 
year because of the heat. 

A Palm Beach suit manufacturer figured 
July and August ought to be top months 
for the sale of his product in San Fran- 
cisco until he had had a taste of its sum- 
mer fog. 

Lightning rods find a poor market in 
the Pacific Northwest—yet it rains there 
plenty. 

A county in Arizona is one of the rich- 
est counties in the nation, based on per 
capita income, but the mine owners to 
whom the money goes are chiefly non-resi- 
dent. 

Los Angeles County is thought of as 
being pretty much occupied by city dwell- 
ings, but it is the leading county in the 
nation in cash income from agricultural 
production, and is an excellent market for 
certain types of agricultural machinery. 

As an aid to the distributors of wine, 
the California Wine Institute has prepared 
some very helpful data on the wine mar- 
kets of the United States. Wine is a prod- 
uct that is subject to a lot of local prohibi- 
tion restrictions—not only by states—but 
by counties and municipalities within 
states. The Wine Institute has prepared a 
map which shows those counties in which 
the sale of wine is unrestricted; counties 
in which packaged wine sales are permit- 
ted, but sales by the drink are prohibited ; 
counties in which the sale of all wine by 
package and wine under 14 per cent. al- 
coholic content is permitted, while sale of 
wine of over 14 per cent. alcoholic con- 
tent is prohibited; counties where the sale 
of wine by package is permitted in all 
parts of the county, but where the sale of 
wine by the drink is permitted only in 
parts of the county; counties that are 
partly dry, where sales of all wine are pro- 
hibited in certain parts of the county— 
and finally counties that are completely 
dry. 

Such a map is an invaluable starter for 
a wine distributor in building up his sales 
potential. He still has the big job of 
course of discovering who wants wine in 
the counties where the law will let him 
sell it, and then who wants his ind of 
wine. 

Sometimes a company is fortunate in 
being able to hitch its sales potential to 
an index of some other product or to an 
index that someone else has already 
worked out. A typewriter company, for 
example, found that the Saturday Evening 
Post circulation gave it a perfect index of 
potential sales. In areas where the Post 


sold well—so did the typewriter. Maga. 
zine circulations often provide a good ip. 
dex for goods that are extensively adver. 
tised. 

In order to plan sales properly, man. 
agement must reduce its guessing to the 
lowest possible point. When one dealer 
for your product estimates he can sell one 
out of every 100 people in his territory, 
and another dealer in a territory with 
seemingly just about the same general 
characteristics tells you he thinks he can 
sell one out of every 300 people, some. 
body is wrong. It is the job of manage. 
ment to reduce such guesswork to a min. 
imum in order to reduce the chance of 
making expensive mistakes. 

While it is rarely possible to get all the 
facts, yet the greater the range of petti 
nent, useful information that can be as- 
sembled, the more likely the company is 
to show a successful sales operation. 

For the last several years all our empha- 
sis has been on production. Now the em- 
phasis is changing from producing the 
product to producing the customer. And 
in that game a company’s judgment is no 
better than its information. 

They tell a story about Robert Bench. 
ley, the late comedian, who was at one 
time a student at Harvard. It seems that 
while there he somehow got into a course 
in international law—just how nobody 
knew—including Robert Benchley, who 
drifted along through the course. When 
the final examination papers were handed 
out, Benchley discovered that the ques- 
tions all pertained to the international 
fisheries law—a phase of international 
law about which Benchley knew practically 
nothing. But he felt he had to make a stab 
at it or lose his credit. So he started to 
write: 

“The international fisheries law is a 
very important law. It has been considered 
from the American point of view and 
from the Canadian point of view and 
from the Russian point of view and from 
the Japanese point of view. But as far as 
I have been able to discover, no one has 
considered the law from the fishes’ point 
of view.” 

He wrote for four hours on the fishes’ 
point of view—and passed the course. 

As the backlog of unfilled orders fades 
away, the business that relies on market 
research to keep abreast of the customer's 
point of view is the business that is going 
to keep on top of the heap. 


* * * 


A sutvey shows that Americans read 
more newspapers than the people of any 
other country. Before the war, citcula- 
tion was sufficient to provide one pape 
for every three persons and the numbet 
of Sunday papers equaled the number of 
families. Today more than 40 per cent. 
of people over ten years old buy news- 


papers. 
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Urgently Needed Changes in 


Federal Taxation 


In their daily struggle with technical 
tax questions and the recurring prob- 
lems of how to meet tax burdens, con- 
trollers are perhaps much better quali- 
fied than anyone else to tell Congress of 
the urgently needed changes in Federal 
tax laws. You meet almost every day 
the three perplexing characteristics of 
our federal system of taxation—com- 
plexity, uncertainty and stiflingly high 
rates. During recent years you have 
lived through a depression, a period of 
rapidly increasing government expendi- 
tures, deficits, rising taxes, more com- 
plicated tax laws and a costly war 
which has left us in a world position 
calling for heavy expenditures for te- 
habilitation and national security. 

Now, in victory, we stand at another 
crossroads so far as taxes are concerned. 
Two questions loom large: 


(a) Should taxes be reduced and if so, 
when and how? 

(b) Should we revamp the administra- 
tive provisions of our tax system at 
once or await a time when a com- 
plete overhauling is possible? 


I believe we should reduce taxes now 
to the greatest extent possible; that we 
should carefully limit expenditures for 
national security without weakening our 
position in world affairs; that other 
government spending be kept at a mini- 
mum and the expanded administrative 
agencies of the government should be 
teorganized to reduce them to size con- 
sistent with peace-time operations; that 
provision should be made now for some 
teduction in public debt; and that in all 
tespects we should make the most effi- 
cient use of our tax money. 

We do not know definitely what ex- 
penditures our new position in world 
affaits will require either in the near or 
distant future. We do know that most, 
if not all, Americans want to remain 
strong in a military sense so as to give 
authority to our efforts at world peace. 
Taxes to raise carefully planned ex- 
penditures for both of these purposes 
will be borne cheerfully by rich and 
poor alike. But to most of us, in time of 
Peace—even though it be precarious 
peace—it seems essential that there be 
joint planning by both arms of the serv- 
ice and close cooperation between in- 
dustry and government in research af- 
fecting national defense, in order that 
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the most efficient use of military appro- 
priations may be made. 

We are now in the second year after 
V-J day. We have a high level of em- 
ployment. In almost every industry 
there is a strong demand for maximum 
production. National income is high. It 
was recently admitted that tax receipts 
and expenditures had been underesti- 
mated for the fiscal year 1947 and we 
will probably have a surplus instead of 
a deficit of more than 2 billion. Progress 
has been made, despite labor troubles, 
toward the reconversion of industry to 
a peace-time basis. 

Except for repealing the excess profits 
tax, however, we have made little prog- 
ress in revising our tax structure and the 
present rates approximate war-time levels. 
From all quarters there are expressions 
of opinion that the continuance of high 
taxes on individuals is destroying incen- 
tive, preventing the formation and use 
of risk capital, and weakening what 
would otherwise be a healthy and vigor- 
ous economic system. There are those who 
feel that the high rates, to some extent 
are inflationary. There are others who 
insist that high rates ‘impede the full 
operation of the productive forces in the 
economy” and they point out that even 
the President has said the long-run tax 
program must provide incentives for a 
high level of production.! We all know 
that industry has had to pay higher sal- 
aries and wages to keep competent offi- 
cers and employees since taxes take such 
a large portion of their compensation. In 
some instances, men have refused to take 
honestly earned income because of the 
high rates. We have also seen how that 
high tax rates encourage the absorption 
of small business units. Rather than con- 
tinue to pay high taxes on salaries and 
dividends, some owners have taken the 


1 Committee on Postwar Tax Policy release, Febru- 
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benefit of the lower capital gains rates 
by selling out to larger business units. 

I am impressed by all of these facts 
and opinions particularly since we have 
seen how difficult it is to revive business 
after a recession sets in. Realizing that 
we are in a field of guesswork—esti- 
mated national income and estimated ex- 
penditures—if we believe in a system of 
free enterprise, it is inescapable that we 
should err, if at all, on the side of giv- 
ing the maximum, rather than the mini- 
mum, encouragement to business by low- 
ering tax rates at once. 


INDIVIDUAL TAXES 


How should individual taxes be re- 
duced? One way would be to start with 
the rates that are the most confiscatory, 
namely, the high surtax brackets. If a 
man earns $44,000 of net income today 
the surtax bracket is 68 per cent. and for 
every dollar above that amount the gov- 
ernment takes more than two-thirds in 
taxes. Even at $18,000 a year the surtax 
rate is 50 per cent. In 1939, the surtax 
rate on $44,000 was only 24 per cent. and 
on $18,000 it was 11 per cent. It is obvi- 
ous that these high rates adversely affect 
the managers of business, the highly 
skilled, the inventive, those who might 
engage in business ventures of their own 
if enough were left after taxes. 

Objection has been made that reduc- 
tion in the most confiscatory rates would 
leave taxes on other incomes much higher 
than before the war. Taxes may never 
get back to pre-war levels either for the 
low income group or others. It is no ob- 
jection, therefore, that any suggested re- 
duction leaves either group relatively 
worse off than before the war. 

Another way of reducing taxes would 
be to start with the low income groups 
and increase the exemptions and credits. 
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“COMPLEX, UNCERTAIN, STIFLING” 


Those three words, Mr. Vernon says, characterize our system of federal taxation 
| for which he recommends technical changes in regard to capital gains, employers’ 
| stock purchase plans, estates and trusts, employees’ pension and annuity benefits, 
| as well as improvement in administration. The author, who presented his views at 

the Eastern Spring Conference of the Controllers Institute, in Washington, D. C., is 
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Two objections to this course have been 
suggested. First, the tax base and number 
of taxpayers is so greatly affected by even 
a small increase in exemptions that the 
revenue loss would preclude any further 
relief and might force an increase in 
rates even in the lower brackets. Sec- 
ondly, it is pointed out that increased 
pay demands to some extent have cov- 
ered the tax withheld from wage earners, 
so that the tax in the lower brackets has 
really. become a tax upon business and 
employment paid by the employer in the 
form of higher wages.” 

I believe that the only fair method at 
the present time, until reductions in the 
budget will permit complete revision of 
tax rates, is to adopt a percentage reduc- 
tion in all individual income tax rates. 
This reduction should be the highest 
amount that can be supported in view of 
receipts and budgeted expenditures, 
whether it be 20 per cent., 15 per cent. or 
less. 

CORPORATION TAXES 


As to corporate rates, although they 
are high compared to pre-war rates, down- 
ward revision and a consideration of re- 
lief from double taxation of corporate 
earnings probably should await further 
reductions in the budget. 

There are a number of _ technical 
changes affecting corporations, however, 
which should be made immediately. The 
penalty tax on consolidated returns seems 
unjustifiable. If a group of corporations 
constitute a business unit, they should not 
be penalized for reporting as a unit. 
Moreover, the tax on intercorporate divi- 
dends should be eliminated. This form 
of double taxation has little to recom- 
mend it. 

Congress should also correct the effort 
of revenue officials to establish a rule-of- 
thumb as to how much in corporate earn- 
ings may be retained for reasonable 
needs of the business. A change in the 
1946 corporation return form requires 
specific statements of reasons for retain- 
ing corporate earnings in excess of 30 
per cent. This requirement is of doubtful 
validity, particularly in the case of pub- 
licly-held corporations. Congress should 
make it clear, however, that by enacting 
a revenue law after the adoption of such 
a requirement, there is no intention of 
giving the Commissioner's rule the force 
of law. 

Perhaps more drastic changes should be 
made in the Section 102, such as placing 
on the Commissioner the burden of proof 
as to improper motives where publicly- 
owned corporations distribute less than 
70 per cent. of their earnings. The de- 
cision of directors of public corporations 
as to the amount of earnings needed for 
use in a business, should be given more 
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weight than an arbitrary formula nas ge 
for the convenience of revenue officials. 


TECHNICAL CHANGES 


There is urgent need for a thorough 
overhauling of the technical and admin- 
istrative provisions of the law. 

The latest complete revision was in 
1942. Since the 1942 Act it has become 
apparent that some of its provisions 
were poorly conceived and too hastily en- 
acted. The efforts to close some of the 
so-called loop-holes produced unforeseen 
complications. Some relief provisions 
have proved illusory, defective or too com- 
plicated. 

In addition, court decisions and changes 
in administrative policy have created new 
complications. The clear principles of 
yesteryear are the harassing uncertainties 
of today. There is litle hope for the tem- 
porary clarification which sometimes came 
from Supreme Court decisions. That 
Court, apparently annoyed by tax cases, 
has shut off some appeals by giving final- 
ity to lower court decisions. One result 
is that conflicts have been perpetuated 
and intermediate appellate courts are 
sometimes helpless to correct erroneous 
decisions. 

Following are some of the needed tech- 
nical changes: 

Unequal treatment of capital gains and 
ordinary income: There should be a nar- 
rowing of the difference in the treatment 
of capital gains on the one hand and 
earned income on the other. The high 
rates applicable to earned income throw 
a heavier tax burden on the person per- 
forming services than on the person who 
has capital invested and who can live on 
the gains from sales of property held 
for six months or more. Binder present 
tax rates $100,000 of income from capi- 
tal gains bears a tax generally at a rate 
of 25 per cent., whereas $100,000 of or- 
dinary income throws the earner into a 
surtax bracket of more than 80 per cent. 

The discouraging effect of this on the 
person earning money by his brain or 
his hands is unfortunate. I am not sug- 
gesting an increase in the capital gains 
rates. Perhaps they should remain as they 
are, or even be modified to promote turn- 
over and permit sales of property held 
for long periods of time. So long as high 
surtax rates continue, however, the tax 
system seems to work adversely on those 
who earn their livelihood by their hands 
or brains. 

coger Stock Purchase Plans: It 
should be possible for business enter- 
pes to furnish incentive to employees 

y providing them with an equity inter- 
est in the corporation. At the present 
time a sale of shares to employees at less 
than current market prices incurs the 
risk of immediate taxes on the difference 
between the value of the stock and the 
purchase price. 


Employees should be permitted to t¢. 
ceive shares subject to some limitations, 
without paying any tax until the shares 
are sold. At that time a determination 
could be made as to the portion of the 
total receipts which should be taxed as 
compensation, and the portion which 
should be treated as capital gain arising 
from the increment in value after acquisi- 
tion by the employees. If there was no 
spread between the purchase price and 
value when issued to the employee, no 
part of the proceeds of sale should be 
taxed as compensation. Special provision 
might be made for the “‘spread’’ cases in 
which employees hold shares until death, 
Taxing the compensation element when 
shares are sold seems preferable to the 
intolerant situation now existing which 
results in taxes being imposed at the time 
of purchase wherever there is a spread 
between purchase price and value. 

Tax Provisions Relating to Trusts: 
There is need for correlation of the in. 
come, gift and estate tax provisions te- 
lating to estates and trusts. Although 
clearly interrelated these provisions were 
enacted without regard to each other. 
Judicial decisions have extended some of 
the statutory provisions beyond their in- 
tended scope, adding to the confusion. In 
the absence of legislative definitions, the 
Treasury has recently adopted specific 
tules which many believe can properly 
be given effect only after Congressional 
action. 

Today a donor may make a transfer in 
trust and be subject to gift taxes. Despite 
this he may also be taxed on the income 
paid to the beneficiaries and, in addition, 
the entire corpus of the trust may be in- 
cludible in his estate at his death. 

Revision of the law is needed along 
the following lines: 


(1) Congress should define the trans- 
fers in trust which are subject to gift tax. 

(2) If the transfer is subject to gift 
tax, the income should not be taxed to 
the donor, and generally the property 
should not be subjected to estate tax. 

(3) Congress, not the Treasury or the 
courts, should define the circumstances in 
which the income of term trusts or trast 
over which the donor retains control 
should be taxed to the donor. Gift taxes 
should not be imposed on such transfers 
but they might be subjected to estate tax. 

(4) The retention by the donor of 
reversion or mere possibility that the prop- 
erty will revert to him should not sub- 
ject the estate of the donor to any estale 
tax on a greater amount than the value of 
that possibility. 


Life Insurance: At the present time It 
revocably assigned life insurance policies 
in which a decedent has no property 10 
terest are taxed as part of his estate to the 
extent that he naa the premiums during 
his lifetime. The donor would be subject 
to gift taxes on the assignment of the pol- 
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icy and on the amount of premiums. 
There is no good reason for according 
such harsh treatment to a widely used 
method of providing for one’s depend- 
ents. Insurance policies should not be sub- 
jected to estate tax unless the decedent 

sessed incidents of ownership such as 
the right to change the beneficiary. 

Employees’ Pension and Annuity Bene- 
fis: There is urgent need for revision of 
the tax treatment of pension and an- 
nuity benefits under qualified pension 
plans. 

Under most of these plans, the em- 
ployee who becomes entitled to a pen- 
sion on retirement may elect to receive 
a reduced pension for his life and may 
designate his widow or dependent as one 
to receive benefits after his death. 

The tax results which may possibly fol- 
low from this wise move may be dis- 
astrous. They are as follows: 


(1) The employee may be subject to 
gift tax if he irrevocably designates his 
widow as the beneficiary to receive an 
annuity after his death. 

(2) The employee, after recovering 
his own contribution during the first 
years after retirement, is subject to in- 
come tax on the amount paid him as a 
pension. His widow likewise pays income 
tax on what she receives. 

(3) On the death of the employee the 
value of the widow's annuity computed 
on the basis of her expectancy, may be 
taxed as part of the deceased employee's 
estate, 


The gift and estate tax burdens in such 
cases seem particularly harsh. The em- 
ployee never really has any property to 
give away or to leave as part of his es- 
tate. He can make no provision for gift 
or estate taxes except out of other prop- 
erty. The liquid assets of some estates 
will be exhausted by the estate tax on the 
widow’s annuity. She will be subjected 
to income tax on what she gets. The 
combined gift, estate and income taxes 
may be several times the amounts actually 
teceived by the widow. 

It is suggested that— 


(a) The employee be allowed a cur- 
rent deduction for his contribution to a 
qualified pension plan. 

(b) No gift tax be imposed when he 
designates a beneficiary to receive bene- 
fits after his death. 

(c) No estate tax be imposed on the 
value of such annuities. 


Improvement in Administration: With 
the prospects of continuing high taxes 
all taxpayers have a greater interest than 
ever before in a consistent and practical 
administration of the statute by revenue 
officials, 

Competent career men should be se- 
lected for positions of responsibility and 
given ample authority free from political 
Pressure. They should be backed up in 
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every decision they make which results 
in quick and efficient disposition of the 
numerous complex and difficult questions 
that may arise in connection with tax 
matters. We need more courageous gov- 
ernment officials who will dispose of the 
matters before them honestly, coura- 
geously and fearlessly, convinced that it 
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is better in the long run for the govern- 
ment to get a fair tax than it is for both 
parties to be litigating endlessly. Admin- 
istrative costs can be reduced if we can 
find that type of official and encourage 
him to stay in the government service by 
ample compensation with freedom from 
any fear as to his position. 


Management’s Productability Important 


“Labor wants more money. Management 
wants more production. And, every discussion 
seemingly gets around to the point that the 
workers must produce more if they want more. 
Apparently we are getting further and further 
away. from the fact that the foundation of labor 
productivity is management productability,” 
declares John D. Corrigan, of Corrigan, Os- 
bourne & Wells, Inc., New York. 

“It is the work of the managers, from the 
foremen to the president, that determines the 
output of labor. So let us not forget that man- 
agers are workers with definite production jobs. 
It is not their principal duty to urge, coax or 
coerce workers to produce more. Their main 
occupation is to constantly search for techniques 
to increase output per man per hour. This can 
only be accomplished by making the worker's 
job easier, simpler and less fatiguing. How this 
is being accomplished in a great many plants 
will be discussed later. Surprisingly also is the 
fact that in these plants labor trouble is low 
and labor productivity is high.” 

The productability of managers, Mr. Cor- 
rigan states, will depend upon the machinery 
and tools of management with which they are 
equipped just the same as labor productivity 
depends on both the worker and his tools. Man- 
agers are not born leaders, they are trained 
leaders. The better they are equipped, the bet- 
ter a company is managed. There is keen 
pleasure in studying the operation of a well 
managed company. Although problems are dif- 
ferent in every concern, the fundamentals re- 
main identical. 

Continuing, Mr. Corrigan says that the study 
made during the war of a machine shop which 
was making five times the ordnance material 
of another similarly equipped shop provided 
vivid proof that management productability is 
essential to high labor productivity and low 
cost. Actual costs in the first plant were one- 
third that of the poor producer. Labor received 
high wages and there were no apparent griev- 
ances. The poor producer spent over fifty per 
cent of the managers’ time handling grievances 
with endless discussions with union representa- 
tives, 

The difference between these two companies, 
he points out, is that one constantly searches to 
improve operations. Their commercial business 
is highly competitive. In the other company 
they continued to operate as they did when 
they had patent production for their high prices 
on their commercial products. This resulted in 
management inertia and over the period of 
years they had not kept up with technological 
advances. If every employee in this plant 
worked twice as hard they still could not com- 
pete. The company just does not have manage- 
ment productability. 

If it is true that labor is to get more money, 
it is equally true that generally wage increases 
cannot be made where productivity has not 
increased without a price rise. It is also true 
that in most companies cost reductions can be 
made that will far exceed any that could be 
made by harder work or individual efforts. 


In the efficient plant just mentioned an 
excellent production planning and _ control 
system is in use. The allowance for setup time 
on one operation in the boring mill department 


was four hours. The work simplification engi- 
neer, the chief engineer, the foremen, the plant 
superintendent and every other executive in- 
cluding the president made his suggestions as 
to what should be done to reduce the time of 
this operation. A change in methods plus a 
magnetic chuck cut this setup time from four 
hours to twenty minutes. The tool engineer 
then made a change in the cutting tools and 
reduced the operating time to one-fourth of the 
previous time. A cemented carbide tool on the 
finishing cut eliminated a grinding operation 
previously used. This is an illustration of man- 
agement productability in action. 

In the inefficient plant the company did not 
know the time required for this setup. A check 
indicated the time required was six hours. And, 
you couldn’t talk to the president of this com- 
pany for five minutes without him blaming all 
his troubles on labor or the union. 

Of course, says Mr. Corrigan, it is true that 
in some plants featherbedding exists and loaf- 
ing is prevalent. However, in every plant where 
production standards are non-existent or not 
properly set and tied in with an incentive, you 
will find that the efficiency of the plant becomes 
that of the inefficient workers. If you were paid 
as much for loafing as working without any 
requirements for your pay you would be human 
also and do as little as possible. The installa- 
tion of production standards and incentives will 
increase labor productivity at least twenty-five 
per cent if properly installed after a work 
simplification program. 

In the top dozen profit producing companies 
in America is the B. F. Goodrich Co. Mr. P. L. 
Dildine, Manager of Factory Standards, has 
stated on numerous occasions that their wage 
incentive program tied in with supervisory 
training and incentives has increased their labor 
productivity by forty per cent. Still there are 
hundreds of other rubber companies operating 
without incentives but with microscopic profits 
and low labor productivity. 

Foremen, supervisors, and executive incen- 
tives to overcome the inertia of managers will 
result in possible savings of over twenty per 
cent in overhead costs. This item is becoming 
one of the most important cost elements in a 
business. Modernization of tools and equipment 
should result in large savings in direct costs 
while overhead is generally increased slightly. 
The need for modernization to increase labor 
productivity is expressed by the president of an 
obsolete foundry who could not understand 
why men would not work at back-breaking jobs 
in his plant at $1.25 per hour. They preferred 
jobs in another plant in town at $1.00 per hour 
plus incentives. He thinks labor is lazy. What 
is your conclusion ? 

Increasing labor productivity with modern 
techniques can be applied to every type of in- 
dustry. A rug manufacturer doubled his plant 
productivity without an increase in men or 
machines with a change in layout, incentives 
and production control. A Department Store 
reduced warehousing cost by $30,000 per year 
with a change in work flow, material handling 
and storage. A laundry cut the time of flow 
through the plant in half with work simplifica- 
tion and incentives. A steel mill avoided a 
strike with job evaluation in conjunction with 
the union when most mills were on strike. 
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Treasury “Watchdogs” Are Rounding-up 
Evaders of Federal Taxes 


Secretary John Snyder reports that dur- 
ing the 1946 calendar year, the Treasury 
had recommended additional assessments 
of taxes over and above original returns 
of taxpayers totalling more than a billion 
and a half dollars. The total exceeded the 
1945 figure by $400,000,000. This poten- 
tial recovery of revenue, resulting largely 
from the Department's drive against tax 
evaders, brought the total of such assess- 
ments in the eighteen months of intensi- 
fied enforcement activities to more than 
$2 billion. In addition, some 150,000 tax- 
payers, through amended returns and de- 
clarations, paid in $200,000,000 in taxes 
and civil penalties. It is the policy of the 
Bureau of Internal Revenue to accept set- 
tlement without recommending criminal 
prosecution in such cases where disclo- 
sures of a truly voluntary nature are made. 

Joseph D. Nunan, Jr., Commissioner 
of Internal Revenue, reported to Secretary 
Snyder that the Intelligence Unit, headed 
by W. H. Woolf, had under active investi- 
gation during the calendar year nearly 
3,200 cases of apparent intentional fraud, 
in many of which criminal prosecution 
has or will result. 

Out of the 171 individuals going to 
trial on criminal tax evasion charges dur- 
ing the year, 167 were convicted, with 
the defendants drawing prison terms of 
up to eight years, and paying a total of 
more than half a million dollars in fines. 

Mr. Nunan reported as one outstanding 
development during 1946, the fact that 
augmented Intelligence, Revenue Agent, 
and Collector personnel had permitted 
careful investigation of many more re- 
turns in the lower and middle income 
groups, with the result that civil or crimi- 
nal penalties were imposed upon repre- 
sentatives of all walks of life, involving 
taxes in individual cases ranging from a 
few hundred dollars, to several millions. 

Another revenue protecting agency of 
the Bureau, the Alcohol Tax Unit, headed 
by Carroll E. Mealey, teamed up with the 
Office of Price Administration investiga- 
tors to smash large-scale diversions of 
sugar into illicit liquors. As a result, sta- 
tistics indicated a decline in moonshining 
operations, the first decline in several 
years. This sugar control program led to 
conviction of 184 persons during 1946, 
and suspension of 872 merchants from 
dealing in sugar. 

Fourteen southern states continued to 
offer the chief problem to enforcement 
officers, accounting for something like 95 
per cent. of still and mash seizures, and 
88 per cent. of the persons arrested. Stills 
seized during 1946 totalled 6,277, com- 
pared with 7,420 in 1945; while arrests 
were 7,971, against 9,345. 

The Unit continued mopping up opera- 


tions in connection with its successful 
1943-44 drive against the wartime liquor 
black market, with 67 additional convic- 
tions being obtained during 1946. The 
Unit also obtained convictions against 
principals in half a dozen large scale, illi- 
cit distilling conspiracies in New York 
and New Jersey, with substantial prison 
terms and fines being imposed on some 
30 persons. 

Most spectacular of the income tax 
fraud cases closed during 1946, was that 
involving a New York chain restaurant 
operator and two associates, given prison 
terms of from two to four years. The 
Treasury has taken steps to collect some 
$6,000,000 in additional taxes and penal- 
ties in this case. 

Typical fraud cases prosecuted during 
the year included: 

President of a Georgia iron foundry 
corporation, sentenced to two years in pri- 


son for concealment of over $200,000 in 
profits. 

Two Milwaukee brothers operating a 
steel casting company, sentenced to three 
years, and five years imprisonment, in a 
case involving nearly $5,000,000 in addi- 
tional taxes and penalties. A third brother 
was given a suspended sentence for tea- 
sons of his health. 

Operator of a Connecticut men’s wear 
shop and his accountant convicted of 
evasion, with additional taxes and penal- 
ties of nearly $750,000. 

A Texas liquor black market operator 
sentenced to eight years in prison for 
evading nearly a million dollars in taxes, 
In Treasury records, this sentence is sec- 
ond in severity only to the 12 years given 
Al Capone for income tax evasion. 

Other successful tax fraud prosecutions 
involved a number of night club, liquor 
store, and gambling establishment opera- 
tors, farmers, physicians and dentists, real 
estate operators, automobile dealers, hotel 
operators, merchants, in fact representa- 
tives of nearly every trade, profession and 
business. 


National Debt Effect on Banking System 
Is Analyzed 


Summarizing a study of our national 
debt and the banking system of the na- 
tion, Bulletin Two in the ‘National Debt 
Series” issued by the Committee on Pub- 
lic Dept. Policy, New York, concludes: 

1. Wartime inflation balloons a nation’s 
banking system to many times its natural 
size. 

2. In the war period the commercial 
banks acquired 64 billion dollars of gov- 
ernment bonds, or almost one-third of the 
total sold, thus helping to assure the suc- 
cess of the war loan drives. In addition, 
they increased their loans by approxi- 
mately 9 billions, a large part of which 
was used by the borrowers for the pur- 
chase of government securities or for war 
production. 

3. The increase in bank holdings of 
government securities was part of the plan 
of war financing and was made possible 
by policies of the Treasury and Federal 
Reserve System. 

4. One result of the program of war fi- 
nancing was a great expansion in the 
money supply, at a much faster rate than 
national income—a highly inflationary de- 
velopment. The best way to correct the ex- 
cessive money supply is to reduce bank 
holdings of government securities first by 
reducing the total government debt and 
second by inducing non-bank investors to 
invest part of their holdings of currency 
and bank deposits in government obliga- 
tions. 

5. Another result of war financing was 
that commercial banks became more 
largely investing than lending institutions. 


However, banks are actively looking for 
loans and loans have been increasing and 
holdings of U. S. government securities 
decreasing in relative importance since 
the Victory Loan last year. 

6. The capital funds of the commercial 
banks have not kept pace with the growth 
of deposits. For the present bank capital 
appears to be adequate in view of the high 
quality of bank assets, but for the future, 
a continued increase in bank capital will 
be desirable. Retained earnings are the 
principal reliance for this increase. 

7. Bank earnings have been exception- 
ally good, due to the large volume of in- 
vestment in government securities and the 
fact that profits on security sales together 
with recoveries have exceeded losses and 
charge-offs. A reduction of profits from 
these wartime peaks is anticipated. Banks 
have followed conservative dividend poli- 
cies: they have paid out about one-third 
of their profits in dividends and have 
plowed back two-thirds to strengthen their 
capital. 

8. The war has left the banking system 
and commercial banks strong and ‘in 4 
good position to meet the demands of 
their customers. The major economic 
problem arising out of bank participation 
in war financing is the great increase in 
the money supply. The solution of this 
problem is largely a matter of government 
fiscal policy and Federal Reserve policy 
and not a matter of individual bank man- 
agement, and will be discussed in later 
chapter of this study of our national debt, 
it was announced. 
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Every concern, small or large, possesses 
a relatively vast accumulation of old rec- 
ords. These papers, produced in the 
course of business operations, eventually 
become old, inactive—dormant—yet they 
are considered too valuable to be thrown 
away. ; 

These old documents not only consti- 
tute the chronicle of a company’s ac- 
counts, but also include departmental rec- 
ords, portraying the experience of past 
management. They contain information 
useful in contesting lawsuits or in adjust- 
ing tax disputes. They supply, as well, 
details illuminating past achievements 
and failures, permitting intelligent statis- 
tical analyses. 

Laboratory scientists, armed with con- 
centrated knowledge, harnessed the gigan- 
tic force of the diminutive atom. Without 
readily available facts, they could not 
have succeeded in their efforts. But if 
their source of information had been as 
disorderly as the archives of virtually 
every concern of the land, the search for 
data would have been too prolonged to 
permit utilization of the knowledge se- 
cured. 

Latent within the paper hoards of every 
financial enterprise are facts which can 
be utilized. Admittedly, they are valuable 
assets—no firm, through choice, would 
willingly destroy them prematurely. The 
loss which would be inevitable could, ir- 
respective of the size of the institution, be 
seriously disabling. Old documents, when 
needed as evidence in a court of law, 
must be readily accessible; otherwise, the 
concern stands powerless to offer an ade- 
quate defense or a successful prosecution. 

Recognizing the power of knowledge 
and the fact that records embody conse- 
quential knowledge, it is indeed strange 
that repositories for aged documents are 
so frequently neglected. If these papers 
ate worthy of retention, they deserve the 
cate which is afforded to other assets of 
equal value. How very few firms, how- 
ever, have insurance on their valuable pa- 
pers! Almost none carry this protection. 

In most cases, the reason for archives 
disorder is attributable to lack of discern- 
ment of those selecting material to be re- 
tained. If papers of little future value are 
commingled with those of perpetual use- 
fulness, the bulk of these records of small 
worth renders the valuable accrual con- 
gested. As most records produced are 
those of restricted future utility, their ac- 
cumulation must be restricted by compli- 
ance with properly designed schedules 
limiting their tenure within the files. 

“Length of stay” for individual docu- 
ments is a matter requiring study and 


Paper Profits 


By Julius B. Kaiser 


analysis; it cannot be arrived at through 
schedules published for the instruction of 
“all business.” Each concern possesses 
forms indigenous to itself, fitting into its 
own particular record structure. A record 
used by one firm in one way finds totally 
different application in another. 

But timing the prospective value of 
documents is not the entire means of ef- 
fecting orderly archives. A most impor- 
tant factor of preservation is to maintain 
the papers saved in suitable premises, ap- 
propriately housed. 

Fireproof, clean, dry premises are man- 
datory. Metal, well-constructed files are 
essential. Records are valuable only when 
they are legible, and the slightest damage 
to their readability renders them entirely 
worthless. Merely to select quarters for 
their housing which fulfils requirements, 
then to allow the records to repose in 
cardboard transfer boxes, is not enough. 
It must be remembered that paper is, in 
itself, a source of hazard. 


Use OF ARCHIVES 


With all elements of orderly preserva- 
tion of records obeyed, what use can be 
made of archives? Old records gathering 
dust, awaiting call when necessity de- 
mands, are not being fully exploited. If 
there is power in knowledge, why allow 
that power to be dissipated within the 
walls of the library when it can be con- 
verted into profits ? 

Material arduously compiled today may 
be a replica of a survey reposing unknown 
and unheeded in archives. Mistakes cur- 
rently made or to be made in the future 
may be repetitions of similar errors re- 
corded with their consequences in the 
company’s accumulation of old documents. 
The completely avoidable losses sustained 
when archives ate not fully used are in- 
excusable. 

Utilization of the archives should be 
mandatory. A concern should insist upon 
regular inspection of old files to assure 
that every iota of past experience be ab- 
sorbed by current management. Former 
economies effected during corresponding 
times or in parallel circumstances should 


be scrutinized for guidance. Suggestions, 
plans of operations, criticisms and the 
like, not feasable of performance or cor- 
rection in the past may now be pursued 
profitably. Projects abandoned and for- 
gotten, probably due to the recent wat’s 
exigencies, may now find fruition. 

Sales may be increased by the addition 
of modern garb to old ideas. Losses in 
territories may be foreseen; pitfalls which 
have snared others will be pointed out 
for what they are. 

When archives are actively used, pres- 
ent management is motivated to greater 
accomplishment. Realizing that it is be- 
ing held up against a “standard” fur- 
nished by the past, current management 
will strive to surpass its criterion. Also, 
knowing that one’s own deeds will be re- 
corded in an “open book” is a constant 
challenge, inspiring efforts to make the 
record “look good.” 

The task of disposition of old records 
often falls into the province of the con- 
troller. Department heads may attempt 
this complicated assignment only to find 
that disagreement among them is ruinous 
to uniformity of procedure. Legal counsel, 
impeded by lack of ability to evaluate rec- 
ords of other than legal significance, will 
find the job impossible. The controller, 
seized upon for his knowledge of valua- 
tion based on practical, businesslike foun- 
dations, is usually impressed into per- 
forming this duty. 

His ultimate success depends upon the 
cooperation he is able to secure. Useful, 
workable archives cost money. There 
must be sufficient interest aroused in the 
possibilities of archives application to the _ 
daily life of the business, both from the 
point of view of reference in time of need 
and for the solution of current problems 
through analogies to former issues solved. 
It is unfortunately true that the intrinsic 
value of knowledge must be “sold” to 
the company; it must be shown that 
funds, apparently ‘submerged in dead 
records,” will be returned with profit. 

This is no small order, to which the 
prevalence of unworkable archives bears 
witness. Perhaps the best way to secure a 
substantial share of the budget is to re- 





one of our larger corporations. 





GETTING AT THE FACTS 


Deep in the almost limitless files of our corporations are facts of many kinds— 
valuable but forgotten. They can be made to be useful but that requires a pro- 
cedure for making them available. The author speaks with understanding on 
this matter of business archives, basing his views on experience as archivist of 
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quest the company’s insurance department 
to investigate the cost of valuable papers 
insurance to cover the company’s old 
documents. The appraisal difficulties 
which will be encountered, the storage 
conditions which will be brought to light, 
and the premium which will finally be 
quoted will not only dramatically indicate 
the necessity of corrective action but also 
will dwarf the appropriation sought for 
archives in comparison. 


WORKABLE PROCEDURE 


Next, the controller must find someone 
to create a procedure upon which work- 
able archives can be built. Timing of the 
tenure of individual records must be pre- 
pared and made automatic in operation 
so that disposal of over-age material, 
whether found in home office or archives 
files, will be performed and thereby pre- 
clude cluttered files. And, to complete 
the program, archives set-up and mainte- 
nance must be provided. 

To find someone to do this work is al- 
most impossible. Often those chosen drift 
into “super systems’” which complicate 
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rather than simplify archives utility. In- 
volvement, frequently mistaken for prog- 
ress, tends to make those in search of in- 
formation shy away and can be equally 
vexing as rampant disorder. 

There are very few persons qualified to 
handle this problem. There are archivists 
employed by government or by libraries 
who are devoted to the preservation of 
the valuable papers within their custody, 
but commercial archivists, skilled in the 
management of business documents, are 
rare indeed. 

The scarcity of commercial archivists to 
whom industry may turn for the satisfac- 
tory retention of business records is truly 
cause for alarm. The writer was brought 
to realize the seriousness of this dearth 
when asked by the custodian of records 
of a mammoth, well-known corporation 
whether microfilming would render use- 
ful several carloads of disorganized, un- 
kempt records. The pitiable, deluded 
fancy that reduction in space consumed 
would permit use of the information in 
these records indicated clearly the need 
for an intelligently conceived service for 
archives construction and maintenance. 


Such a concern has recently beep 
formed, offering services of consultation 
or active participation in workable ar. 
chives creation, as well as physical cus. 
todianship of inactive documents jf 
desired. The objective of this new Organ- 
ization, composed of an experienced com. 
mercial archivist and working staff, is to 
formulate procedures covering tenure and 
movement of records from their incep- 
tion, and to set up and maintain inactive 
papers, carrying out periodic destructions, 
It likewise aims to foster research into old 
documents not only for the guidance of 
current management, but also for the edi- 
fication of all present personnel. 

Whatever means are employed to se- 
cure workable, universally used archives, 
there is no doubt that every extended 
ounce of effort will be repaid. The paper 
profits mined from paper hoards will 
serve as a buffer to whatever conditions 
may exist in the future. The repetition of 
history, the business cycle and other ex- 
periences which recur will provide a 
shock-absorber in the uncertain, unpre- 
dictable years to come. 


Distribution Cost Analysis and Control 


The following observations were pre- 
pared by Mr. Gessner for the March, 
1947, issue of “Distribution Age” and 
are reprinted by permission. The author, a 
member of ihe Controllers Institute of 
America, is controller of Firth-Sterling 
Steel Company, of McKeesport, Pennsyl- 
vania, and has contributed to previous is- 
sues of The Controller, most recently in 
October, 1946. 

—THE EpiTors 


Historically, not much has been said or 
written on the subject of distribution cost 
analysis and control except to record that 
such costs have been incurred and require 
a plan of accounting and control. The 
subject, however, has been more or less 
“pigeon-holed” during the war period be- 
cause there was no apparent need for dis- 
tribution and distribution costs. Sales, 
marketing, and such were more or less 
put in the background because all our 
products were distributed to either the 
Government or a contractor performing 
work for the Government. During this 
period there was no apparent regard for 
cost and the emphasis was almost entirely 
on production. 

The ending of the war and war-time 
controls has made industry somewhat 
competitive again. In a great many cases 
competition is greater than before the war 
and greater markets, with some new mar- 
kets, must be found and retained by com- 
panies if the competitive enterprise system 
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is to be restored. Therefore, distribution 
costs are again a prime consideration if 
you are to really know the cost to produce 
and sell your products. Economically, to- 
tal cost includes distribution cost and are 
to be included as such if a fair return is 
to be made on the operations of the busi- 
ness. 

It is not advisable to state which plan 
of distribution should be followed but in 
those companies of single products which 
might be limited to variation in size and 
style or which are marketed entirely 
through a retailer or a wholesaler is con- 
fronted with different types of distribu- 
tion costs than a concern that markets 
several thousands of products through 
numerous distribution channels. 

To effectively control distribution cost 
you should know your product and ulti- 
mate use to which it is put. Statistics of 
your competitors’ distribution plans and 
industry-wide organization plans should 
be available. In making comparisons with 
your competitors you should be prepared 
to make such additions to or eliminations 
from your costs (they might be operating 
on an entirely different sales policy and 
distribution plan) in order to effectively 
make a comparison with costs developed 
by your competitors. 

Some segregation should be made be- 
tween direct and indirect costs. These 
costs should not be lumped with factory 
overhead costs because factory overhead 
costs are direct costs of producing a prod- 


uct, whereas distribution and administra- 
tion costs covers those costs which occur 
ptior to and subsequent to manufacture. 
Most distribution costs are concerned 
with commodities, customers, salesmen, 
territories, and customer’s orders and it is 
exceedingly difficult to prorate these costs 
in the same manner as factory overhead 
costs. 

Some organizations make their distribu- 
tion of such costs and expenses on the ba- 
sis of sales while others distribute them 
on the basis of cost. The application of 
selling expenses, for example, to prod- 
ucts, territories, and customers challenges 
us to a broader consideration than the ele- 
ments that make up the control of the 
cost of distributing goods. Effective dis- 
tribution of the product from the stand- 
point of competition, price determination, 
merchandise service, etc. must be made 


on the basic facts and figures relating 


thereto and must always be available to 
management. 

For all practical purposes, distribution 
cost includes those costs or expenses nec- 
essary to put your product in the cus- 
tomer’s factory, i.e., advertising, selling, 
promotion, warehouse, transportation (ex- 
ternal) and the like. A quick glance of 
these items will convince the average man- 
ager of a business organization that the 
field of control is wide open and that ef- 
fective methods for savings and control 
are required to remain in business. 

(Please turn to page 244) 
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Organization—The Controller 
as Co-ordinator 


The efficiency of organizations varies 
with the understanding of the supervisors 
and the supervised as to the object of the 
effort or undertaking. The Pharoah build- 
ing a great pyramid, some of which were 
constructed of almost seven million tons 
of stone, had a tremendous organization 
numerically, but in view of the lack of 
understanding of the end to be gained, 
and any reason for eagerness to attain that 
objective on the part of all but very few 
of those so engaged, it could not have 
been an “efficient” organization. An “effi- 
cient” organization is one in which the 
minimum number of persons necessary 
for the purpose are each devoting the 
maximum intelligence and eagerness 
working toward known objectives. 

In such an “efficient” organization, top 
management must determine the objec- 
tives and the broad policies within which 
the organized effort must be directed 
toward attainment, and from top manage- 
ment down, each person must know the 
objective of his particular work, that of 
his group, its relationship with the work 
of others, and the limits of his authority 
and responsibilities. 

Organization is the vehicle which top 
management must use to achieve its ends. 
Organization is comparable to a car used 
to reach a desired destination. Some keep 
their cars in good repair, running 
smoothly, each part well oiled, and new 
parts installed when necessary. Few of us 
know all the parts making up the machine 
and the purpose of each—we rely upon a 
skilled mechanic for that. Likewise, top 
management should not have to be con- 
cerned with its organization once it is in- 
telligently constructed, other than to se- 
lect the “skilled mechanic” to ascertain 
that all parts are working properly for 
the purpose intended, and report, if neces- 
sary, any lack of co-ordination of the ac- 
tivities as well as any deviation from the 
toad (policies) by way of which the desti- 
nation was to be reached. 

The objectives of top management, 
broadly speaking, are threefold, and must 
be accomplished simultaneously. They 
are— 


(1) To achieve maximum earnings for 
dividend purposes, and 

(2) Give the maximum in pay and good 
working conditions to those in the 
organization, and 

(3) Give the customer maximum quality 
at a minimum price. 


By W. M. Padgett 


The degree to which these three objec- 
tives are attained simultaneously will al- 
ways be in direct ratio to the efficiency of 
the organization. 

Organization is the vehicle of manage- 
ment. The science of organization consists 
of— 


(1) Devising the structure, determining 

the departmentalization, etc., and 
(2) Prescribing the offices of all super- 
visors, the duties of each, the limits 
of responsibility, the limits of au- 
thority commensurate with such re- 
sponsibility, and the relation of each 
to all others. 


The art of organization consists of — 


(1) Finding and training the best avail- 
able persons for each position, and 

(2) Supervising the co-ordination of 
their activities at all supervisory 
levels. 


Once the organization has been set up 
and staffed, the operation is divided 
into— 


(1) Policy formulation by top manage- 
ment and 
(2) Effectuation of those policies. 


It is not within our scope at this time 
to discuss the controller's connection with 
policy making. We shall limit our discus- 
sion to the effectuation of policies. Effec- 
tuation is largely dependent on proper co- 
ordination of the activities of those in the 
organization, all other things being equal, 
and assuming that the concern is properly 
organized. 

This last assumption is one that can be 
made safely in but few cases. 


“JERRY-BUILDING’ EVIDENT 
During the war years, in many organi- 


zations the objectives, duties and responsi- 
bilities, and authority of various offices 


and departments were changed to some 
degree, intentionally or otherwise; and in 
most companies there was no possibility 
of exercising the customary selectivity in 
advancing and adding personnel, with the 
result that presently the organization 
structure became comparable to a build- 
ing constructed of odd-size boards by a 
carpenter without a saw. At almost every 
joint, there is a large overlapping or a 
large gap. In a large number of cases the 
desired efficiency can be obtained only 
through developing a new set of “blue- 
prints,” reviewing carefully the “lumber” 
in the present structure that can be cut to 
shape for use in the rebuilt structure, and 
setting up a procedure for maintenance of 
the reconstructed “building.” 

Before the Society for the Advancement 
of Management in Cincinnati, Ohio, De- 
cember 6, 1945, Mr. Frank W. Pierce, in 
his article entitled Te Tomor- 
row’s Business Leaders, said: 


“The first step toward a plan of execu- 
tive development ....is a study of organ- 
ization. One of the first difficulties you 
discover in such a study is the hesitancy 
to write down the plan of management be- 
ing followed. Part of this hesitancy can be 
traced to the well known fact that any 
organization chart is out of date the day 
after it is completed. Another factor 1s 
the fear that you will have to justify every 
feature of the management plan as written 
down. 

“Whether these are the real reasons or 
not, you will find in the scientific manage- 
ment literature many examples of how 
you should organize but little record of 
how business has actually functioned.” 


All will agree that the duties, responsi- 
bilities, authority, and inter-relationship 
of each supervisor in the organization 
should be set forth carefully in writing; 
but very little has been done by corpora- 
tions generally in this respect. Much has 








ORGANIZATION PAYS DIVIDENDS 


With the war years behind us, it is high time to review our business structures, 
having for our goal the elimination of the unfit, the transplantation of the misfit, 
and the “green light’ for the able and efficient. That is basic, says the author to 
the sound operation and survival of the individual business firm as well as the pri- 
vate enterprise system. Mr. Padgett prepared his paper for presentation, in Hous- 
ton, at the Texas Conference of Controllers. 


—THE EDITOR 
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been written concerning the need, and 
more about the mechanics, but little or 
nothing regarding the actual “‘set up” in 
specific organizations. Probably this is due 
to the fact that in practice, because of the 
special capabilities and experience of the 
particular individuals composing its per- 
sonnel, any one organization will be found 
to deviate from its theoretically correct 
organization structure. However, it is this 
very condition that makes it so important 
that the organization plan be written out 
in detail. An article in the May, 1946, 
“Controller,” Organization as It Affects 
Management, by L. L. Purkey, Manager 
of the Department on Organization of the 
Standard Oil Co. of California, sets forth 
a portion of an organization plan. In Mr. 
Purkey’s words, the organization plan- 
ning function “‘consists of the develop- 
ment and maintenance of a sound and 
clear-cut plan of organization through 
which management can most easily and 
effectively direct and control the business.” 
Prevalence of conditions in which or- 
ganization planning is needed and in 
which the responsibility for co-ordinating 
all departments is being neglected, is 
shown by the results of an investigation 
of 117 companies, in which it was found 
that the outstanding faults occurred in 
the following approximate percentages: 


78% lacked definite company policies. 

69% employed inadequate methods of 
controlling expenses. 

55% failed to delegate authority and 
specific responsibilities. 

51% employed inefficient office proce- 
dures. 


Concerning the companies lacking defi- 
nite policies, the report stated as follows: 


In these 91 companies, management 
had failed to establish specific signposts 
to keep the business vehicle on the main 
road. 

“They had in many cases become so in- 
terested in bypaths as to forget entirely to 
establish the main objective—organiza- 
tion—the lack of which is one of the 
greatest business faults today. 

“The idea of deciding at the beginning 
exactly ‘What is to be done’ and ‘Who is 
going to do it’ seems never to occur to the 
average business head.” 


TESTS OF ORGANIZATION 


If an enterprise does not meet the fol- 
lowing tests, it cannot be said to be well 
organized: 


(1) Have the basic objectives and func- 
tions been defined and departments 
established in accordance therewith? 
Have the responsibilities, duties, au- 
thority, and relationships of each de- 
partment and each key position been 
clearly outlined and levels of author- 
ity indicated? 

(3) Has the responsibility for supervision 


(2) 
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of the co-ordination of departmental 
activities been placed, and procedures 
established for auditing interpreta- 
tions and reporting thereon? 


The first step in organization planning 
is to impress top management with the 
need. Nothing can be accomplished in or- 
ganization planning unless top manage- 
ment is aware of the necessity and directs 
that it be followed through to conclusion 
and constantly maintained. The controller, 
in his natural role of analyst, is in posi- 
tion to direct top management’s attention 
to the benefits to be gained, and he is the 
logical choice to carry out the authoriza- 
tion. 

The steps in organization planning may 
be summarized as follows: 


I. The authorization and support of the 
president or chief executive must be 
obtained. Organization planning is 
simply wasted effort unless the chief 
executive is thoroughly convinced of 
the need for it and the benefits to be 
obtained therefrom. 

II. The second step consists of deter- 
mining the basic objectives and logi- 
cal functions of each operating activ- 
ity and each staff activity. Upon 
com pletion of this step, the proper 
departmentaltzation for the particular 
company will be apparent. 

The third step consists of determin- 

ing for each department the follow 

ing: 

(1) Basic objectives and functions. 

(2) Responsibilities. 

(3) Limits of authority. 

(4) Relationships with other depart- 

partments. 


Ill. 


Within each department the same 
things (objectives and functions, duties 
and responsibilities, authority, and rela- 
tionships) must be determined and clearly 
outlined for each key position and for 
each level of authority. The aim should 
be that all decisions and approvals should 
be made at the lowest possible manage- 
ment level at which they can be made 
with intelligence. 


The entire plan must be reduced to 
writing and be in a form understandable 
to the lowest management level. If a 
company is large enough, a special staff or 
department may be established to do the 
organization planning. In smaller com- 
panies it will normally be found that the 
controller can best initiate and complete 
the work since he is in the logical posi- 
tion to supervise the co-ordination of the 
various departments in the usual course 
of events. 

Following the necessary revamping of 
the structure of the organization, there is 
the constant requirement for co-ordina- 
tion of the departmental activities. 

In Mr. J. F. Blairt’s recent article in 
“American Business,” entitled How To 
Improve Teamwork, he stresses the neces- 


sity for issuance of a definite written 
statement of policy by top management 
along with statements of the responsibili- 
ties and authority of each member of the 
supervisory group. Once these have been 
issued for the guidance of supervisors, 
there is still the problem of uniform in- 
terpretation. Mr. Blair states this problem 
as follows: 


“Even after the basic laws have been 
issued, it 1s important that top-manage- 
ment apprectate that the mere writing out 
of policies and the issuance thereof to 
those who are to be guided by those rules 
of action, do not assure uniform compli- 
ance. There seems to be only one satisfac- 
tory way for obtaining that compliance. 
That is, through the medium of an inter- 
nal audit of the interpretations placed 
upon written policies.” 


Here again the controller, through 
his auditing staff, may be used as the co- 
ordinator of the business. 


CO-ORDINATING SUPERVISION 


Regardless of the care and skill exer- 
cised in designing the structure and se- 
lecting the personnel placed therein, 
constant attention must be given to co- 
ordination of the activities of all super- 
visory personnel. The supervision of 
the co-ordination of the various offices 
and departments should rest in top 
management, and when the controller ts 
included in top management, an officer 
logically suitable for performing this 
function is available. 

The controller, through the account- 
ing organization, is more completely 
aware of every activity of the company 
than any other officer. Of course, if in- 
formation is withheld from or delayed 
in reaching the accounting department, 
the controller’s usefulness is reduced to 
that extent. One of the first instructions 
by top management should be that the 
controller must be present at the initial 
stage of each and every new type of 
transaction. Unfortunately, management 
has too often handicapped the control- 
ler and itself through failure to recog- 
nize the importance of his presence. Un- 
der present day conditions, tax laws and 
regulations of innumerable state and 
federal agencies, all exercising a con- 
siderable influence upon the result 
achieved by management in striving for 
the three goals, it is as unintelligent for 
management to consult its attorneys on 
new plans without consulting its con- 
troller as it would be for mangement to 
consult its controller on a legal prob- 
lem without consulting its attorneys. 

Every activity of a company must 
eventually be checked, analyzed, te- 
corded and interpreted by the control- 
ler. Any act of an employee or agent 
which creates an obligation of others to 
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the company or which creates liability 
of the company to others will sooner or 
later be reflected in the accounting rec- 
ords. Even in collective bargaining ne- 
gotiations there is need for the presence 
of the controller or his representative. 
Without his advice during negotiations 
the actual cost of any fringe issue may 
be completely miscalculated, salary in- 
creases may be given under the guise of, 
for example, car allowances, and the 
economics of other union demands may 
be misinterpreted. 

The managements of many com- 
panies have been completely convinced 
of the necessity for having accounting 
advice along with legal advice on every 
step for which a procedure has not been 
previously established. In those com- 
panies in which the controller has been 
sufficiently active, the management has 
found it desirable in each new transac- 
tion or endeavor, to have the controller 
prepare check-lists for the guidance of 
the various departments affected and 
then follow up as co-ordinator of the 
efforts of the various departments. 

Some companies still retain the struc- 
ture wherein the activities of treasurer and 
controller are combined in one office. This 
is discussed in a recent publication The 
Functions of Corporate Secretaries, Treas- 
urers, and Controllers, a survey of corpo- 
tate practices which was conducted by the 
Department on Organization of The 
Standard Oil Co. of California with the 
assistance of Dr. J. Hugh Jackson, Dean 
of the Graduate School of Business, Stan- 
ford University. Quoting from this book: 
“Most of the companies recognize the 
broad principle that the positions of con- 
troller and treasurer should not be com- 
bined. This is based, obviously, upon the 
important principle that the power to au- 
thorize the disbursement of funds and the 
power to make such disbursements should 
not reside in the same individual.” He 
goes on to point out the advantages of 
consolidating the offices of secretary and 
controller in companies too small to 
justify filling both positions. Mr. Jackson 
is quoted further as follows in an article 
by Dr. Edward B. Logan: 


"The controller, as I see it, has two 
major and increasingly important res pon- 
sibilities, and in meeting these he must be 
helped by the independent public account- 
ants and by all others primarily engaged 
or interested in accounting work. His first 
responsibility is to educate still further 
both top-management and departmental 
management in his own company as to the 
increasing need and value of accounting 
data, of cost and financial reports and of 
budgets and control devices; his second 
responsibility, somewhat like his first, is 
10 extend this understanding and apprecia- 
tion of the controller's work throughout 
all business and industry.” 


The controller's three-way responsibil- 
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ity (To management, to the stockholder, 
and to the public) is a subject in itself, 
outside the scope of this discussion. 

Dr. Logan quotes Mr. Arthur Andersen 
in A Public Accountant's Views of the 
Duties of a Controller, as follows: 


“His duties require that the controller 
perform work rehising to every function 
of the business, and accordingly, organiza- 
tion relationships with every other func- 
tional head must be worked out. The re- 
lationship which appears to present the 
greatest problem and to cause the greatest 
confusion, however, is that with the treas- 
urer. This is undoubtedly due in part to 
the fact that record-keeping and finance 
are closely allied, and in part to miscon- 
ception of the treasurer's true function. 





True Collective Bargaining 


An underlying cause for industrial 
conflict has been the early recourse to 
the use of force, threats, and strikes to 
settle an issue, instead of the intelligent 
instrument of collective bargaining. 
Strikes and picket lines never settle the | 
the merits of any issue. They only show | 





which side is temporarily the stronger. | 
It is true that collective bargaining has | 
not been really tried by many manage- 
ments and union committees up to the 
present time. 

Connecticut, where I live, is a highly 
industrial State. The City of Bridgeport, 
where I work, is strictly an industrial 
town. Last winter and spring we experi- | 
enced some very severe strikes in Con- | 
necticut, some lasting for several | 
months. None of these important strikes | 
occurred because collective bargaining | 
had failed. What we had in Connecticut | 
last winter was not collective bargain- | 
ing, but high pressure collective de- | 
manding, with the date for a strike defi- | 
nitely set in advance, if the management | 
failed to meet the demands handed down 
from national union headquarters on 
the time schedule set by the union. 

These demands did not come from the 
workers themselves in any particular | 
plant, but from the international union | 
headquarters as a part of carefully or- | 
ganized drives to shut down whole in- | 
dustries at one time..... 

Coupled with this program were high 
pressure newspaper releases, mass meet- 
ings, special editions of the union pa- 
pers, radio time, and all the methods 
usually used by managements to sell 
their products. Only this time the man- 
agements were mostly silent, because 
they were afraid of the law which pre- 
vented them from saying what they 
would like to say to their own employes. | 

There was also a great deal of fear | 
on the part of many workers, who were 
not permitted to speak their minds at | 
the highly organized union meetings 
which they attended. No, this bears little 
resemblance to the collective bargaining 
unanimously approved by the President's 
Conference. 

Herman W. Steinkraus 

President and Chairman of the Board, 

Bridgeport Brass Company 
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For years it has been customary for the by- 
laws to provide for the office of treasurer, 
and to have the treasurer subject to ap- 
pointment by the board of directors. This 
has given the office of treasurer a certain 
prestige that the controller, usually an 
appointee of the president or general man- 
ager, has not enjoyed. Due primarily to 
this condition, a tendency has existed to re- 
gard the treasurer as senior to the control- 
ler, and in many cases, as at least the func- 
tional director of the controller's activities. 
By-laws in general have not kept pace with 
the changes in business needs and business 
custom which have led to the creation of 
the function of controller as an office of 
major im portance. There are exceptions, 
however, and there appears to be at pres- 
ent a marked tendency in larger cor pora- 
tions to recognize officially the importance 
of the controller's position. 

“In view of the great amount of confu- 
sion that still exists as to the proper divid- 
ing line between the true functions of the 
controller and the true functions of the 
treasurer, it may be well to present out- 
lines for both; and perhaps the office of 
the controller will be more clearly under- 
stood if the office of the treasurer is de- 
fined first. In these outlines, it is assumed 
that there is no higher ranking financial 
officer in the organization that the treas- 
urer. 

“The treasurer, broadly speaking, 
should be responsible to the board of dt- 
rectors for the receipt, custody and dis- 
bursement of all funds of the corporation, 
in the form both of cash and securities. 
He should be accountable to the president 
for the administration of these duties in 
conformity with policies established by 
the latter, by the executive committee, or 
by the board itself, and he should accept 
any other responsibilities, either special or 
routine, that may be assigned him by the 
president. 

“The controller, speaking broadly, 
should be responsible to the president for 
the maintenance of adequate records to 
permit the preparation therefrom of state- 
ments showing the financial position of 
the company and the results of operations 
by accounting periods. He should prepare 
regular reports based on records for pre- 
sentation to the board and to the several 
officers and department heads of the com- 
pany, and should submit such special re- 
ports as may be called for. He should be 
charged with the maintenance of audit 
control over operations of the company, 
and with the responsibility for the ac- 
counting system generally.” 


In the same publication, Mr. C. E. 
Knoeppel is quoted as follows: 


“Controllership can be defined as the 
co-ordinating function in a business, work- 
ing in a detached and unbiased way, and 
charged with the responsibility of plan- 
ning for profits and providing suitable 








238 


profit control machinery. It is the investi- 
gative, analytical, suggestive and advisory 
function, studying the business at all 
points all the time, and formulating what 
the proposed practice should be with ref- 
erence to sales and production control as 
well as financial control, which, when ac- 
cepted or modified by the executive man- 
agement, becomes the approved practice 
for use in the performance of ‘line’ func- 
tion. 

"As will be seen by reviewing the fore- 
going, no provision has been made for 
putting this vital work under a treasurer. 
To do so, is to create an illogical arrange- 
ment, lacking in comprehenstveness..... 


From a study of surveys, such as 
those conducted by Dr. Jackson and 
others, the conclusion is inescapable 
that many corporations are handicapped 
through combining in one individual 
the duties and responsibilities of the 
controller and of the treasurer with the 
result that the duties of one or the 
other must suffer. The same handicap is 
brought about through combining in 
one individual serving as controller of 
a parent company, the duties, responsi- 
bility and title of controller of large 
subsidiaries. 

Of course, exceptions will always be 
found in exceptional individuals who 
have proved to be capable of success- 
fully handling the duties and responsi- 
bilities of two positions. However, even 
in these instances, there are two inher- 
ent disadvantages. The strain on the in- 
dividual may not be apparent, but 
doubtlessly does shorten the productive 
life. Then, when he is promoted, re- 
tired, or replaced for any reason, the 
organization structure itself must be 
changed to compensate for the loss of 
his unusual abilities. It appears prefer- 
able from a long range view to avoid 
the situation by filling all the normal 
positions and thus permit the excep- 
tional individual to do an exceptional 
job in one position. 

It is inevitable that the attention of 
top management will be drawn to the 
necessity of “Organization Mainte- 
nance,” whether called that or some 
other name, more and more as normal 
competitive conditions return. If the 
controller is able to direct attention to 
the need for co-ordination and able to 
obtain the necessary support for activity 
in that field, he is the logical officer to 
supervise the co-ordination of depart- 
mental activities and thus relieve top 
management of that responsibility, ex- 
cept in instances requiring new inter- 
pretations cf policies and suggested 
changes. If the controller is unable to 
prove the need, or unable to obtain full 
support, or by reason of other activities, 
personal temperament, and such, is un- 
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able to act successfully as co-ordinator, 
some other officer should be found to 
perform. 

We have seen other countries, in- 
cluding France and Britain, adopt a so- 
cialized economy, until the United States 
stands alone as the only major power 
whose policy favors private enterprise. 
For this policy to be maintained, private 
enterprise must meet the competition of 
goods produced under the control and 
subsidies of socialistic and communistic 


governments. Private enterprise must 
become efficient enterprise from top to 
bottom and in all departments. Only 
through organization planning, and con. 
stant attention to maintenance of the 
plan and co-ordination of the activities 
of the supervisors can these efficiencies 
be achieved. In the postwar United 
States, private enterprise adds another 
to the list of responsibilities which the 
controller should assume—that of co. 
ordinator. 


Fire Prevention Drive Aims To 
Cut Deaths, Property Loss 


Faced with an average annual toll of 
10,000 deaths from fire, together with 
property loss which exceeded $560,000,- 
000 in 1946, President Truman is spon- 
soring a nation-wide effort to cope with 
the fire menace. The President’s Confer- 
ence on Fire Prevention is now past the 
formative stage and a volunteer staff is at 
work preparing for the meeting, which 
will be held May 6-8 in the Departmental 
Auditorium in Washington. 

Representatives of municipal and State 
governments, Federal agencies, and of 
non-official organizations with a basic in- 
tc.est in fire prevention have been organ- 
ized into a coordinating committee to 
draft an agenda for the Conference and 
to appoint committees which will prepare 
recommendations to be submitted to the 
Conference as a whole. 

Especially because of his past experi- 
ence as Chairman of the President’s High- 
way Safety Conference, held last May, 
President Truman has appointed Major 
General Philip B. Fleming, Federal 
Works Administrator and Administrator 
of the Office of Temporary Controls, to 
be General Chairman of the fire preven- 
tion conference. W. E. Reynolds, Com- 
missioner of Public Buildings, Federal 
Works Agency, has been named Chair- 
man of the Coordinating Committee and 
A. Bruce Bielaski, assistant general man- 
ager of the National Board of Fire Un- 
derwriters, has been named Executive Di- 
rector. 

“The action program adopted at the 
President’s Highway Safety Conference 
is being increasingly applied throughout 
the country,” General Fleming said, “and 
the ratio of traffic fatalities to miles 
driven has been greatly reduced. I am 
confident the same sort of concerted effort 
will drastically reduce fires, which, dur- 
ing the last decade, have resulted in an 
average of 10,000 deaths a year. 

“The fire toll has been rising since 
1934, and 1946 was the most destructive 
year in our recent history with a property 
loss of $561,487,000. This was 23 per 
cent. greater than in 1945. December, 
1946, showed the heaviest fire loss for 
any single month in the last 16 years, 


$58,094,000. This unnecessary, appalling 
waste of lives and property can be re- 
duced by an all-out nation-wide effort. 

“The Highway Safety Conference 
found that education, enforcement and 
engineering are the keys to highway 
safety. I believe these ‘three E’s’ also are 
the keys to fire prevention. We need 
widespread education in methods of fire 
prevention and control, more adequate 
laws and their rigid enforcement, and 
better engineering to make buildings fire 
resistant.” 

Committees will be appointed to make 
advance studies of special aspects of the 
fire prevention problem, including en- 
forcement, law revision, building codes, 
inspection, fire-fighting services, educa- 
tion and publicity, and to draft recom- 
mendations for the Conference, General 
Fleming said. 

More than 2,000 delegates are expected 
to attend the Conference, representing 
Federal departments, State, county and 
municipal governments and business and 
civic organizations with a basic interest in 
the fire prevention problem. 

The Conference will be in session for 
three days during which, it is hoped, a 
coordinated program will be formulated 
that will revitalize the national effort to 
reduce death and financial loss from fire. 


Leased Departments Surveyed by 
Controllers’ Congress 


The experiences of 177 department 
and specialty stores with leased depatt- 
ments are covered in a new publication 
released by the Controllers’ Congress of 
the National Retail Dry Goods Associa- 
tion. The results of the survey are set up 
in tabular form to facilitate reference to 
the most frequently leased departments. 
Typical commission rates, space allot- 
ments. average gross sales and dollar sales 
per square foot of selling area are some 
of the columnar listings. Lessor-lessee Op- 
erating expense policies now prevailing 
in the 177 stores are carefully explained 
and clearly analyzed by store sales volume 


groups. 
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Or bake cakes, or even mow lawns. 


The Comptometer Check-and-Payroll Plan 
was not lifted from the Book of Miracles. As 
a fact, the only miracle it performs is in the 
office — where it gives permanent records from 
original postings. 

No matter the size of your payroll, this sim- 
ple, speedy plan reduces copying drastically by 
posting directly to the employee wage state- 
ment. There’s an important saving in time 
and money because the Comptometer Check- 
and-Payroll Plan races nimbly past involved 
bookkeeping, perpetual posting and filing. 

Put speed in your corner on payroll prob- 
lems! Your nearest Comptometer representa- 
tive will be glad to show you how it can be 
done . . . accurately, with less labor, without 
elaborate machines. 


The Comptometer, made only by Felt & 
Tarrant Manufacturing Co., is sold exclusively 
by its Comptometer Division, 1734 N. Paulina 
St., Chicago 22, Ill. 


ComMPTOMETER 


REG. U. S. PAT. OFF. 


ADDING-CALCULATING MACHINES 
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Scanning the Controllership Scene 





“Free Depreciation” Urged for New Machines 


The purchase price of new machine tools should be writ- 
ten off in one year, Herbert H. Pease, president of the Na- 
tional Machine Tool Builders Association, declared recently. 
He urged that income tax regulations be revised to permit 
the rapid cost write-off. 

Describing the procedure as “free depreciation,” Mr. 
Pease said that it was a necessary factor in the moderniza- 
tion of many plants. With the introduction of modern ma- 
chinery would come a reduction in manufacturing costs. He 
stressed the need for modernization and improvement 
through the use of new machine tools in the general pro- 
gram of lowering the price structure. 

Mr. Pease pointed out that many small companies were 
unwilling to purchase new equipment under the present 
long-term depreciation rate. These companies, he added, 
were not willing to borrow money for the purchase of ma- 
chines unless the cost could be written off in a short period. 


Small Company Priority in “722” Cases 


Priority for smaller corporations, over large ones, in excess profits 
tax relief cases is reported from Washington, D. C., by “The Journal 
of Commerce,” which notes that the plan is favored by the Excess 
Profits Tax Council because smaller corporations have less flexible 
financial programs. In addition it provides government officials with 
varied experience in Section 722 cases ere they tackle the claims 
from the larger companies. 


Watch Government Statistics! 


Businessmen should not use government statistics without 
knowing their limitations, Geoffrey H. Moore of the research 
staff, National Bureau of Economic Research, Inc., warns, writing 
on the “Accuracy of Government Statistics’ in the spring issue 
of the Harvard Business Review. 

“In the coming years an increasing number of important gov- 
ernmental and industrial policy decisions will be based explicitly 
on judgments or forecasts of economic conditions. The accuracy 
7 these judgments or forecasts, and therefore the validity of the 

ecisions, will depend largely on the accuracy of our knowledge 
of current and past economtc conditions. Statistical estimates of 
our national income, output, employment, cost of living and so 
on will play a large role—in particular, those prepared by the 
government.” 

Mr. Moore credits government with being no less accurate 
than similar private agencies or individuals but feels that, since 
government statistics are being given wider use and greater ac- 
ceptance, they must be given the closest scrutiny as possible 
sources of error. 


Veterans Available for “On-Job” Training 


Qualified veterans for on-the-job training may be secured, 
if desired, through any one of some 1,800 state-operated em- 
ployment offices throughout the nation. Readers of “The 
Controller” who are employing World War II veterans 
would do well to consider the merits of government sponsored 
on-the-job training programs as provided for ex-servicemen 
under the G. I. Bill of Rights. 

The Veterans Administration provides, in addition to 
wages, a “subsistence allowance” up to $65 a month if the 
trainee has no dependents, and up to a maximum of $90 a 
month if he has a dependent or dependents, with certain limi- 
tations as to the total of wages plus subsistence. In addition 


to the subsistence allowance, up to $100 will be paid by the 
Veterans Administration for tools required to be owned by 
other trainees in the same or comparable type of training. 
Tuition arrangements for related courses are likewise pro- 


vided. 


“New Money” Offerings Exceed “Refundings” 


An increase in offerings of securities for “new money’’ purposes 
characterized 1946 financing. Refunding operations, which dominated 
the market in 1945, showed a declining tendency. 

“New money” financing of $3 billion last year was almost three 
times the 1945 volume, according to the Securities and Exchange Com- 
mission. Comparable figures prior to 1934 are not available, but it 
appears that the 1946 total was as high as the large volume attained 
in the 1920s. 

The drop in refunding activities was attributed to greater stability 
in interest rates. Issues to refinance long and short term debt totaled 
$2.7 billion, compared with the peak of $4.3 billion in 1945. Since the 
third quarter of 1945 when $1.6 billion of refunding issues were 
floated, there has been a constant decline, with only $300 million of 
oe issues offered in the fourth quarter of 1946, according to 
the S.E.C. 

New corporate securities offered for cash last year totaled $6.5 
billion, about $500 million more than in 1945. 


Normal Trend Noted in Inventory Loans 


Trends for commercial bank loans secured by the inventory 
type of collateral do not appear excessive when considered in 
proportion to the total loans extended to business, or the other 
purposes to which business loans have been put, a Federal 
Reserve survey indicates. This lends support to the implica- 
tion in a Federal Reserve report on business loans of member 
banks, made public shortly before—which the recent survey 
supplements along more concrete lines—that bank policy has 
not unduly inflated stocks. 

The earlier report showed that business loans outstanding 
near the end of 1946 by member banks of the Federal Reserve 
System totaled over $13,000,000 ,000—an all-time record. There 
was no direct inkling of what proportion of this amount went 
to inventory purposes, since, unlike the current study, the previ- 
ous report did not show the type of security back of the loans. 

Nonetheless some clue to the inventory situation was afforded 
by the volume of loans secured to the types of businesses where 
inventories are particularly important, and the proportion to 
total loans. Thus, the petroleum, coal, chemical and rubber 
group showed a proportionate increase indicating that com- 
mercial bank loans for inventory purposes may have exceeded 
the usual ratios in this group. That was also true in the case of 
food manufacturers, and in the tobacco and liquor groups. On 
the other hand, manufacturers of textile and leather goods 
showed a proportionate drop. 

The upshot of this report, notes the “Journal of Commerce,” 
is that inventory loans may have gone up where inventories 
are particularly important, but that this increase was probably 
offset by proportionate declines, in others. 


Industry Becoming Vacation-Minded 


American industry is becoming increasingly vacation-minded, ac- 
cording to a study released by the Metropolitan Life Insurance Co. 
The company’s analysis of vacation policies of 224 United States and 
Canadian firms shows a definite trend, since the war, toward more 
liberalized vacation privileges for both office and industrial workers. 
An increasing tendency of employers to regard vacations as a reward 
for work performed in the past as well as a period of rest for work 
that lies ahead is also revealed in the policies of the companies sut- 


veyed. 
—PAuL HAASE 
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Eastern Conference Program Highly Praised 








Featuring a series of realistic analyses of current problems in 
federal taxation, labor relations, and economic forces affecting 
business policies, the 1947 Eastern Spring Conference of the 
Controllers Institute of America recorded a “new high” in The 
Institute’s series of Eastern conferences which began in April, 
1934, in New York. This year’s conclave was sponsored in 
Washington, D. C., under the sponsorship of the District of 
Columbia Control, with O. H. Ritenour, comptroller of Wash- 
ington Gas Light Company, and a national director of The Insti- 
tute, serving as General Chair- 
man. The business sessions, 
which began on Monday morn- 
ing at the Hotel Statler, were 
preceded on Sunday evening 
with a reception and dinner at 
the Carlton Hotel, at which 
Dean Elmer L. Kayser of 
George Washington University 
was toastmaster. Judge Edgar J. 
Goodrich, former member of 
the United States Board of Tax 
Appeals, was the principal 
speaker, presenting under the 
topic, “Taxation By-Products,” 
a varied array of unusual tax 
cases which have reached the 
Board of Tax Appeals in recent 
years. Judge Goodrich is now 
associated with Guggenheimer, Untermyer, Goodrich and Am- 
ram, of Washington, D. C., and is also a partner in the New 
York firm of Guggenheimer and Untermyer. 

“Economic Forces Affecting Business Policies” was the theme 
of the opening general session, which featured the presentation 
of papers by Dr. Edwin G. Nourse, chairman of the Council of 
Economic Advisers, and Dr. Emerson P. Schmidt, director of 
economic research of the Chamber of Commerce of the United 
States. Dr. Nourse’s observations are presented in this issue of 
“The Controller,” under the heading: ‘Three Schools of Busi- 
ness Thought.” 

Discussing ‘““Wages, Prices, Profits and a Free Society,” Dr. 
Schmidt declared that: 


Conference Chairman 
Casson 





O. H. Ritenour 


"Probably the greatest single cause of labor unrest is the instability of 
the value of the dollar. Rapidly falling or rising prices arbitrarily redis- 
tribute income and wealth; they set up serious tensions between persons 
and between groups in society. Whether prices are falling or rising, the 
real income of some persons or groups as against others is sharply al- 
tered; this sets in motion forces and actions to counteract the worsening 
of positions. Individuals and their organizations take a hand to make 
corrections each according to his or its own lights, and few of them ever 
taking the time to deal with the causes. 

“If the national government devoted only a small fraction of its time 
to a serious intelligent study of this problem and developed practical 
measures to fulfill the Constitutional mandate for Congress to “‘coin 
money and regulate the value thereof,’ it would do more to reduce labor 
unrest than. anything else it could undertake. During the 1920's the pur- 
chasing power of the dollar was remarkably stable; it was an era of 
comparative industrial peace. By and large the worker felt that the free 
labor market and the free goods market were giving him a reasonably 
fair deal. In these days of science, research and knowledge we should 
apply the same unemotional, hard-headed analysis to the causes of our 
economic maladies as we would to a machine which does not perform 
according to the specifications. 

“In spite of the phenomenal wage rate increases of 150 per cent. since 
1933, the share of the national income going to labor is almost exactly 
the same today as it was in 1933 or 1935. The only way to augment the 
Standard of living of the workers and of all persons is to produce more. 


By Paul Haase 


A redistribution of income by law or by collective bargaining does not 
seem to be very fruitful. 

“While collective bargaining may perform several useful functions, 
are we forgetting that wages are paid only out of productivity and sales? 
Collective bargaining cannot alter this fact. Wages always are a cost to 
somebody—they are not only “purchasing power.” Beware of the man 
who talks of “purchasing power” unless he also recognizes that income 
and costs are merely different ways of looking at the same thing. Your 
income and my income are a cost to someone else. 

"Common sense should reveal that if every workman is paid an hour 
per day of portal-to-portal time, this does not produce more shoes, more 
furniture or anything else. It may provide more dollars, but payments 
for doing nothing cannot augment the standard of living of our people. 
Great Britain. is a prize example of a country bed-ridden with social se- 
— Have we the wit to profit from her maladies, by keeping a proper 

alance?”’ 


Following an inspirational address by Mayor Theodore R. 
McKeldin, of Baltimore, which highlighted the luncheon pro- 
gram, the Conference resumed its deliberations with two ma 3 
ses on “A Realistic Labor Policy for America.” Dr. Ralph West 
Robey, chief economist of the National Association of Manufac- 
turers and Robert J. Watt, International representative of the 
American Federation of Labor, were the speakers. Mr. Watt 
emphasized that: 


“While we must admit that labor unions and management are not 
perfect, we must not forget when developing a realistic labor policy that 
government is more responsible for the confusion in industrial relations 
than either labor or management. Frankly, the American Federation of 
Labor is eager to bring the earliest possible end to government interven- 
tion in labor relations. Experience has demonstrated that labor or man- 
agement dependence on government is unwise. We believe a few more 
years of the conditions we have had in recent years would result in 
government-dominated unions. It would be equally dangerous to manage- 
ment. 

“Our objective should be to establish the greatest possible measure of 
self-government. The base for such a system should be in the individual 
plants and developed through sound collective bargaining. Our present 
objective should be to increase production and improve efficiency without 
stoppages of work. That is still the real way to get wage increases with- 
out raising prices and living costs.” 


An address by the Honorable Josh Lee, member of the Civil 
Aeronautics Board and formerly United States Senator from 
Oklahoma, featured the Conference Banquet at which the toast- 
master was The Institute’s president, John H. MacDonald, vice- 
president of the National Broadcasting Company. 

The concluding general session of the Conference, on Tues- 
day morning, heard Representative Robert W. Kean, of New 
Jersey, who is a member of the House Ways and Means Com- 
mittee, and Weston Vernon, Jr., tax attorney of New York, dis- 
cuss ‘‘What’s Ahead in Federal Taxation ?” 

Urgently needed changes in federal taxation were discussed 
by Mr. Vernon, who asked for a “thorough overhauling of the 
technical and administrative provisions of the law.” Mr. Ver- 
non’s manuscript is published in this issue of THE CONTROL- 
LER. Congressman Kean, touching on Section 102, said: 


"I know you are interested in Section 102. Why the Bureau of Inter- 
nal Revenue chose this period to scare the life out of small businessmen, 
I do not know. They claim they are going to administer the section in 
the same way that they have in the past, which I think in general has 
been satisfactory. However, those corporations which had the oppor- 
tunity to listen to the advice of highly-paid tax consultants and expen- 
sive lawyers, as a rule did not change their dividend policy in any way. 
But the little fellows who did not have the benefit of such advice—the 
firms whose earnings are most needed in their business—were the ones 
who were scared into paying dividends which quite often were not justi- 
fred. 

“Another matter which we should look into is the question of the ex- 
pansion of cooperatives. No business can compete with another which 
pays no taxes. 
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“There has been a tendency also for educational and charitable institu- 
tions to go into business in competition with fully-taxed corporations, 
which should be watched. 

“The question of carry-backs and carry-forwards, the question of de- 
preciation, the question of the interest rates on deficiencies and refunds, 
should all be looked into. 

“Some method should be devised whereby junior executives can re- 
ceive stock options and do not have to sell most of their stock to pay 
taxes if they exercise the options. 

“These details are important, but the most important question is: Can 
we continue the dynamic economy which has built up our country—on 
federal expenditure of $37 billion a year? 

“We on the Ways and Means Committee think we know what sort of 
a tax structure will best provide for the welfare of the country. But so 
long as the government demands enormous revenues there is little we 
can do to put such a structure on the books. The real answer to our fu- 
ture lies not in our hands, but in. the hands of those who decide upon 
government spending, for it is only when they cut expenditures that we 
can reduce the tax burden. 

"In a chaotic world, America must be strong—economically as well as 
militarily. The future of the United States—in fact, the future of the 
world—depends largely upon the willingness to reduce our government 
expenditures, to the end that this nation under our free competitive sys- 
tem can fully develop our resources, both human and material. 

“We must prove to the doubting nations of the world that our sys- 
tems will bring the greatest welfare to the average man.” 


The Conference closed with an address by the Honorable 
Kenneth C. Royall, Under-Secretary of War, who spoke of the 
fiscal activities of the War Department. 


“During the war,” he pointed out, “dollars could not be the real con- 
trolling factor. Lives of men were involved. Where the issue was drawn 
between waste of lives and waste of dollars, it was money that had to 
give place. do not mean that there were no controls and no efforts to 
prevent excess expenditures. The reverse was true. But adequacy of 
g00ds—or of money—could not be measured with exactness. More often 
than not, the only way to be sure of providing enough was to furnish 
what turned out to be too much. Financial and fiscal procedures—some- 
times important ones—had to be modified, and safeguards were partially 
dispensed with, in order to win and win quickly. 

All that has changed since VJ-Day. The War Department has pulled 
in the reins, restored its safeguards—has, indeed, tightened them and 
strengthened them on the basis of war experience. If we had not already 
done so, the President and the Bureau of the Budget would have re- 
quired it. They recognize—and Congress recognizes—that the people cf 
the United States want and are entitled to have their money handled effi- 
ciently and economically—that the nation demands the best possible na- 
tional defence for every dollar spent. 

“In training its fiscal personnel for peacetime expenditures, the War 
Department has sought to send the term ‘emergency’ back to the ar- 
chives and to replace it with ‘economy'—to increase the checks and 
controls as haste and its waste fade away. We are taking specific meas- 
ures to this end. 

“The War Department has recently established a centralized agency, 
which is charged with the audit of all contracts and property accounts 
on a department-wide basis. This agency is directly responsible to the 
office of the Under Secretary, and is independent of the technical serv- 
ices of the War Department and of the Air Forces. It is therefore closely 
analogous to a business audit by certified public accountants. 

“This War Department central audit agency has a responsible office 
located in each of the six Army areas—and a few subsidiary offices where- 
ever the work load requires it. These field offices operate, of course, un- 
der uniform policies and procedures. 

“The War Department is seeking improvement in another field—that 
of control of expenditures through cost keeping systems. Without de- 
tailed cost figures we cannot properly evaluate and control the operations 
of the Department. This is particularly true of posts, camps, stations, 
depots and other similar installations. 

“The Army Air Forces have been experimenting for more than a year 
with cost systems and their operation. The results have been encouraging. 
The Chief of Finance has now been given the responsibility of develop- 
ing an overall cost system for the Army, which will provide a basis for 
comparison of costs between activities within the Department as well as 
between the War Department and comparable private business. Eventu- 
ally it will permit the establishment of an overall capital account for the 
Department and enable us to establish depreciation factors and to meas- 
ure replacement needs. 

“There are still hurdles before these final goals can be reached. One 
obstacle is the required form of government budget—a budget based 
upon the funds that can be obligated during a single fiscal year, with a 
possible limit on expenditures during that year. While stocks on hand 
are considered in determining the budget estimates, yet there is no actual 
charge against the budget for the goods on hand. Nor is there any credit 
for the inventory at the end of the fiscal period. 

“The accounting of the War Department must be keyed to the legis- 
lative budget. Such accounting does not lend itself readily to accurate 
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cost analysis or cost control. Perhaps we will require two fiscal systems 
that sometimes touch but do not coincide. Even though an additional sys. 
tem is required, it will be decidedly worthwhile if thereby we can im. 
prove the efficiency and the economy of War Department operations. 

“In these days of a troubled world, no one can reasonably question 
the need of an adequate Army and Navy, which can protect us against 
any aggressor and can preserve our democratic government and our high 
standards of life. Nor is there any doubt that preparedness and readiness 
for a possible war is the best guarantee of peace. 

“But we whe are charged with the sufficiency of our armed services 
must, as practical men, realize that there is a peacetime limit beyond 
which neither America nor any other democratic nation will go in prepa- 
ration for war—a limit in enthusiasm and a limit in dollars. 

"It behooves us, therefore, to make the best use—the most efficient 
and productive use—of all funds available to us. We must, by economy 
and by sound fiscal management, give to the taxpayers of our America— 
and to every citizen—value received for the money which they grant us 
for defense of our great nation.” 


The committees in charge of the Eastern. Spring Conference 
included the following members of the District of Columbia 
Control: 

Executive Committee 


Chairman: O. H. Ritenour; Charles L. Carr, Potomac Electric Power 
Company; Harold G. Haydon, Potomac Electric Power Company; J. 
Edward Heberle, Capital Transit Company. 


Conference Committee 

Chairman: O. H. Ritenour; Charles L. Carr; H. Randolph Barbee, 
Federal Storage Co.; F. Charles Brown, National Geographic Society; 
Harold G. Haydon; J. Edward Heberle; Henry W. Herzog, George 
Washington University; William R. Little, The Evening Star News- 
paper Co.; Humphrey Lloyd, Washington Properties, Inc.; Raymond G, 
Lochiel, Pennsylvania-Central Airlines Corp.; Raymond G. Marx, The 
Riggs National Bank. 

Arrangements Committee 

Chairman: Humphrey Lloyd; Vice Chairman: Howard G. Oberlander, 
United States News Publishing Corporation; H. Randolph Barbee; 
F. Charles Brown; Charles L. Carr; Robert J. Garner, Engineering and 
Research Corporation; P. L. Hockman, O'Sullivan Rubber Corporation; 
Reynold A. Lee, J. Garfinckel & Company; Jesse C. Godwin, Woodward 
& Lothrop. 

Program and Speakers’ Reception Committee 

Chairman: William R. Little; Vice Chairman: Henry W. Herzog; 
Milton A. Barlow, Hot Shoppes, Inc.; Charles L. Carr; John Davies, 
Woodward & Lothrop; Ralph E. Heitmuller, Acacia Mutual Life In- 
surance Company; Raymond G. Lochiel; Peter Guy Evans, Excess 
Profits Tax Council. 

Finance Committee 

Chairman: Raymond G. Lochiel; Vice Chairman: Ralph E. Heit- 
muller; William G. Carroll, Engineering and Research Corporation; 
Harold G. Haydon; Franklin H. Kenworthy, Chesapeake and Potomac 
Telephone Company; William R. Little; Raymond G. Marx. 


Publicity Committee 
Chairman: F. Charles Brown; Vice Chairman. Milton A. Barlow; 
Walter L. Brauer, United States News Publishing Corporation; Henry 
W. Herzog; J. E. M. Brown, Reconstruction Finance Corp.; Jesse C. 
Godwin. 
Reception Committee 
Chairman: H. Randolph Barbee; Vice Chairman: P. L. Hockman; 
William T. Brunot, Reynolds Metals Company; William G. Carroll; 
Christopher C. Denman; Theodore Herz, Corporation Audits Division, 
General Accounting Office; Franklin H. Kenworthy; Glenn P. Smith, 
Corporation Audits Division, General Accounting Office; Purcell L. 
Smith, National Association of Electric Companies; L. J. Van Herpe, 
Pan-American Sanitary Bureau. 


Inter-Control Attendance Committee 

Chairman: Raymond G. Marx; Vice Chairman: Walter L. Brauer; 
J. E. M. Brown; Reynold A. Lee; Robert D. Marshall, Terminal Re- 
frigerating & Warehousing Corporation. 

Educational Programs 

Of a large group of representative employers surveyed recently 
by The Association of School and College Placement, 20 per cent. 
have cooperative arrangements with local colleges and universities 
whereby the students put in alternate periods of study and practical 
work experience. Thirty per cent.; notes “Management Review,” 
have varying arrangements with high schools and colleges under 
which the students may work after classes during the summer Of 
the employees may take courses after hours. Employers favored a 
high school course comprising mathematics (2-4 years), English (4 
years), typing (1-3 years), accounting or bookkeeping (1 year), vo- 
cational or manual training (1-2 years), shorthand (2-3 years), his- 
tory (2-4 years), business administration (3-4 years), spelling and 
vocabulary (1-2 years). 
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Showing now to interested groups throughout 
the country—»> a dynamic presentation 
of the ultimate system 
for efficiently managed 


accounts receivable 


Ne showing—SAVING WITH SUIAP, the full-color, twenty 
minute sound motion picture portraying the Simplified 
Unit Invoice Accounting Plan in action. 

This new method of handling accounts receivable has been 
developed to introduce amazing new economy into business 
credit operations. 

suIAP is /edgerless bookkeeping, developed from a simple, 
practical plan that depends, not on mechanical devices, but 
on the tested speed and accuracy of visIBLE filing. The film 
effectively dramatizes eight scientifically integrated phases of 
SUIAP efficiency: 


e Unit Plan—Credit, Accounting and Collection Activities 
Centralized in One Record. 
Fast, Positive Credit Authorization Direct from the Ledger. 
Rapid Recapping and Proving of Debit Control Totals. 
Simplicity of Making Debit “Entries”. 
Speedy Applications of Payments. 
Positive Payment Proofs. 
Automatic Signalling of Accounts Requiring Collection 
Action. 

e Certified Fire Protection “ At-the-Point-of-Use’’. 


From its beginning, SUIAP’s career has been an unbroken 
series of successes: firm after firm—large and small, covering a 
wide variety of business activity—has reported dramatic re- 
ductions in the cost of Accounts Receivable, credit and collec- 
tion operations—and establishment of new, positive controls. 


This film was produced with the intent of acquainting business 
men with the outstanding advantages of sutaP ledgerless book- 
keeping—its speed and simplicity of operation may mean an 
actual, measurable cash saving for your business. A showing 
will be arranged for you without obligation or expense—just 
contact our local office or write to Systems Division, 315 
Fourth Avenue, New York 10, N.Y. 
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(Continued from page 234) | 








The cost of operating the General Sales 
Office, District Sales Office, Warehouses, 
and such needs close checking if an effec- 
tive method of distribution of such cost 
is to be attained. A standard of costs can 
be set up as a goal and compared with ac- 
tual cost at intervals. This requires the de- 
velopment of management efficiency and 
responsibility. 

One of the important points to remem- 
ber in ascertaining distribution cost is to 
have the expenses analyzed in sufficient 
detail in order to put them together 
promptly for any particular set of circum- 
stances that comes to your attention. 

You should be able to interpret distri- 
bution cost for management based on the 
facts available from the records. It might 
be desirable for the General Sales Man- 
ager to have a sales statistics division who 
will be able to make comparisons of 
monthly expenses for operations per- 
formed in the districts, comparing such 
expenses with the volume of sales. Such 
an individual might also be responsible 
for sales and call records which details 
the number of calls made by salesmen, 
expenses necessary to secure an order, the 
relationship of expenses to dollar volume 
of sales, potential business in territories, 
etc. 

Sales statistics covering sales by custom- 
ers, by territories, and by salesmen should 
be made available to management each 
month so that they can study the relation- 
ship of actual sales with the potentials 
and with prior periods. Consideration 
must be given, however, in this study to 
orders already on hand which have not 
been produced, shipped and billed. 

A definite sales policy covering distri- 
bution, territories, prices, and such must 
be adopted and adhered to. The Sales 
Manager should be held responsible for 
such policies. Such a policy would include 
prices, customer classes, territory coverage, 
salary plan, bonus plans, centralized or 
decentralized order and record keeping, 
traveling expenses, etc. 

If your products are distributed through 
district offices which handles material 
through warehouses, bills customers, and 
so on, those expenses which are incurred 
by the district should be considered as di- 
rect cost which, as the term implies, are 
directly chargeable to the district expenses. 
Over-all controls can be established on 
these items through definite sales policies 
and budgets. Unless you have both con- 
trolled there is no effective over-all con- 
trol of distribution cost. 

Internal order handling in the district 
office or at the general office should be 
considered as selling expenses not directly 
applicable to a product and should be in- 
cluded in those items which are consid- 
ered as periodic costs. These items defi- 
nitely should not be included in those 
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costs which are chargeable to inventories. 

This same plan is also advisable for 
order handling in the sales department of 
the general office but when the order 
reaches the production department, it 
then is the responsibility of production to 
handle all paper work and therefore 
should be considered as factory overhead. 

Warehousing expense in a district of- 
fice is usually incurred because of conven- 
iences in having warehouses located at 
outlying cities and should be chargeable 
to selling expense and not as an addi- 
tional cost of producing the material. 
Warehousing expense at the general of- 
fice, however, which might or might not 
include the final inspection should be in- 
cluded in the general overhead of the 
company for proration for the various 
departments. The packing and shipping 
portion of your warehouse should be 
charged to shipping expense as a separate 
item in your operating reports. It does 
not appear advisable to charge shipping 
expenses to selling expense, particularly 
if you make shipments to district office 
warehouses inasmuch as the sales depart- 
ment might be critical of the charge made 
to them. 

The billing of shipments is an account- 
ing function and therefore is part of the 
general administrative expenses of a com- 
pany and like other accounting, financial 
and administrative functions is distributed 
to selling departments as distribution ex- 
penses on a pro-rata basis. 

There has been some consideration 
given recently to the inclusion of selling 
and administrative expenses in inventory 
costs, inventory pricing being a para- 
mount factor in establishing the profit arid 
loss shown on the company’s books. These 
expenses ate definitely period costs and 
have no relationship to the production of 
merchandise and should be distributed to 
the products sold and billed in the current 
period. Such expenses, however, should 
be considered when you are ascertaining 
the profitableness of your products, cus- 
tomers, territories, and the like. 

Management must recognize the re- 
quirements of the Robinson-Patman Act 
and other trade practice requirements 
and be prepared to effectively support the 
practice in effect for setting price differ- 
entials, product standardization, i.e., defi- 
nitely more concerted action on manage- 
ment’s part should be undertaken in 
establishing control of distribution costs. 


Easing of Federal Debt 
Cut Seen by Bank 


Government debt retirement in 1947 
“will be only a fraction of that in 1946, 
even under the most favorable circum- 
stances,” said the January letter of the 
National City Bank of New York. 
Whether the Treasury will offer long- 
term bonds for cash subscription by non- 
bank investors “to help cut down float- 
ing debt and mop up some investment 





money hunting around for places to go,” 
will likely “hinge on the behavior of the 
Government security market and the 
amount of free funds in evidence,” said 
the bank. 

Considering the question whether the 
authorities will ‘feel the necessity of te. 
considering the wartime pattern of rates 
and the Federal Reserve commitment to 
hold to the pattern at all costs,” the bank 
letter declared: 

“The decision on this point will be in- 
fluenced by the course of business, credit 
and prices in 1947 as well as by Congres. 
sional reactions to the Federal Reserve 
request for powers directly to regulate 
bank holdings of Government securi- 
ties.” 

Discussing general business condi- 
tions, the bank said that the state of sen- 
timent suggests that ‘“‘business men are 
looking into 1947 with awareness of its 
problems, but with good spirit and en- 
terprise, and on the whole with a less 
fear of a precipitous decline in trade and 
production than they felt earlier.” 

The bank noted that a problem of the 
economy as a whole this year is to make 
the changes required as the proportion 
of non-durable goods bought by consum- 
ers declines while the proportion of du- 
rable goods rises. 


Inflation Warning on World 
Front Issued by Aldrich 


Winthrop W. Aldrich, president of the In- 
ternational Chamber of Commerce, issued a 
statement late in December which emphasized 
that the immediate danger in most nations 
continues to be inflation. The statement, based 
on a report by the Economist Dr. Per Jacobs- 
son, added that the next business recession 
would probably be more comparable to the 
brief recession of 1920-21 than the great de- 
pression of 1930-33. 

Commenting on the economic forces at work 
in various nations, the statement continued: 

“It should be clear everywhere that until 
sufficient supplies become available, an at- 
tempt to improve the people’s standard of liv- 
ing merely by raising money wages is doomed 
to failure, for it will simply lead to a rise in 
prices which will tend to imperil the integrity 
of national currencies.” 

Mentioning deficit financing and a policy of 
excessively cheap money as the principal mon- 
etary causes for inflationary pressure in many 
countries, the statement said that the first task 
is to arrest the increase in buying power by 
bringing budgets under control so that no new 
notes need to be printed, or credit further ex- 
panded, to fill the gap between expenditure 
and revenue. 

The statement advocated an increase in ptfi- 
vate activity in international lending, and 
added: 

“Finally, the chamber must emphasize what 
is so obvious but still so important, namely, 
that without expansion in the output of goods 
and services there can be no steady increase in 
the standard of living and no true basis found 
for a solution of monetary problems. 

“In fact, monetary and economic policy must 
be so framed as to stimulate the development 
of available resources and the working out 0 
new ideas with sufficient scope given to entet- 
prise and initiative for men to assume the 
risks involved in all economic progress.” 
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SUoceesellaem ele for slow, painstaking 


hand work... 


me yignot in your accounting department ! 





That’s why I. Miller & Sons, Inc., while holding 
faithfully to the highest old-world standards of 
craftsmanship in producing women’s fine shoes, turns 
to the National Payroll Machine when it comes to the 
question of preparing their craftsmen’s payroll. 

At a single operation, the National Payroll Machine 
records the hours worked, the gross earnings, the 
Federal Withholding Tax, the Federal Old Age Benefit 
and other deductions, the total earnings to date, the 
Federal Old Age Benefit to date, the income tax 
withheld to date, and the net pay. 

All these records are made at the same time, all are 
originals, all are exactly the same. All entries are proved 
correct at the time of writing—thus obviating 
discrepancies due to human error. All entries are clear, 
legible, and easily understood. 

Let your local National Cash Register representative 
study your needs, and then show you how the 
National Payroll System can speed your work in not 
less than three accounting functions. First: for the 
collection and preparation of pre-payroll controls. 
Second: for the writing and issuance of your payroll 
checks. And third: for making cost distributions, and 
the preparation of tax reports. Or write to The National 
Cash Register Company, Dayton 9, Ohio. Offices in 
principal cities. 


CASH REGISTERS * ADDING MACHINES 
ACCOUNTING MACHINES 


Making business easier 
for the American businessman 


National Payroll Machine at I. Miller & Sons, Inc. 
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Section 102 “Ground Rules” for Corporate 
Dividend Policy Are Outlined 


A prediction by the “Wall Street Jour- 
nal,” that “appeals will flood the United 
States Tax Court if the Treasury insists 
that most corporations should pay out at 
least 70 per cent. of their income in divi- 
dends” adds interest to a recent article in 
“Taxes,” published by the Commerce 
Clearing House. Writing in the magazine, 
Robert S. Holzmann, tax accountant and 
an official of Schenley Distillers Corp., 
gave these rules for corporations to fol- 
low with regard to Section 102: 


1. The taxpayer should keep a contemporary 
record of why directors decided not to pay out 
higher dividends than were distributed in each 
taxable year. : 

2. If earnings are being retained for business 
reasons or in. line with an anticipated economic 
trend, an economist’s report with the back- 
ground that led directors to such action should 
be kept available. 

3. There should be available, preferably be- 
fore dividend meetings, reports from persons 
both within and outside the corporation on how 
much it would cost to replace inventories, how 
much to maintain or replace physical plant, and 
how much cash would be needed to carry ac- 
counts receivable if now reasonably rapid pay- 
ments become slow. 

4. If it is not deemed appropriate to increase 
dividends because of anticipated expansion, the 
expansion project should be reduced to definite 
commitment form. 

5. Because the Tax Commissioner might 
deem a director that votes on dividend policies 
to be actuated at least in part by personal sur- 
tax considerations, it might be desirable when 
retaining substantial earnings sums to suggest 
to any stockholder who owns a really substan- 
tial portion of the shares that he resign from 
the board. 


Reporting Mr. Holzmann’s observations, the 
“New York Journal of Commerce” noted that 
“The four court cases on Section 102, in which 
decisions were handed down in the past year, 
were all decided in favor of the Treasury,” al- 
though up until last year, decisions in Section 
102 cases were “about even,’ with taxpayers 
winning half and the Treasury winning half, 
according to Mr. Holzmann. 

The trend, says Mr. Holzmann in his article, 
puts corporations on notice to check carefully 
when retaining surplus funds to be sure they 
are not greater than “reasonable needs” of the 
business. 

“Most recent of the four decisions, that of 
Southland Industries,” it is pointed out in the 
Journal of Commerce, “shows reasons which 
ordinarily appear satisfactory for the retention 
of earnings do not apply in all situations. 
Southland had engaged exclusively and profit- 
ably in operation of a radio broadcasting sta- 
tion since 1933, and a large part of its capital 
and surplus had been invested in other enter- 
prises in which the sole stockholder of the 
company was interested. The Southland com- 
pany claimed need to retain earnings for pur- 
chase of a department store, and for new radio 
station equipment and expansion and facilities. 

“The court, in finding for the Government, 
pointed out that the principal stockholder had 
testified he had ‘expressed a willingness to buy’ 
a department store, but that there was no evi- 
dence of any negotiations. ‘Expected investment 
in a merchandise enterprise has no bearing on 
the needs of the broadcasting business in which 
the petitioner was engaged,’ the court added. 


“With regard to the petitioner’s claim of 
needs for new radio broadcasting facilities, the 
court said ‘there was evidence that more impos- 
ing building might be desirable, but there was 
nothing in the record to even suggest (sic) that 
any plans or decision, tentative or otherwise, 
had been made to erect same.’ As for tech- 
nological reasons that might make the taxpay- 
er’s equipment obsolete, the court said that ‘it 
is not enough that new inventions might even- 
tually require new equipment, for the statute 
contemplates the immediate needs of a busi- 
ness, not the possibility of necessary expendi- 
tures in an indefinite future.’ 

“In the Greenspun case, another action of 


Budget Proposal Is 





the past year, while conceding the corporation 
had not been formed to evade taxes, the court 
frowned upon the corporation retaining earp. 
ings ‘in order to make investments.’ 

“In the Trico Products Corp. action, although 
the corporation contended it was required to 
retain earnings to protect its patents, the Treas- 
ury produced figures as to the amount of addj. 
tional surtax stockholders would have had to 
pay had earnings been distributed, and won 
the case. 

“In the Semagraph Co. case, a corporation 
owned by a single stockholder, the taxpayer's 
claim was that funds were retained to develop 
the Semagraph, a machine which was intended 
to obviate manual operation of linotypes. The 
court, in deciding for the Treasury, said funds 
were being retained not for the sole purpose of 
developing the invention, and that by far the 
greater part of corporation’s funds were ip. 
vested in securities.” 


Viewed as Offer of 


80-cent Payment on $1,000 Bank Note 


Proposed payment of only $200,000,- 
000 on our 260 Billion Dollar national 
debt is like offering our banker a pay- 
ment of eighty cents on a $1,000 note, de- 
clared Henry H. Heimann, Executive 
Manager of the National Association of 
Credit Men in a recent issue of his 
Monthly Business Review. This offer of 
only eighty cents on a note that has been 
increasing each year for 16 years is com- 
poe in true ratio, he says, with the 

udget submitted in the message to the 
Congress by President Truman. 

We accepted the huge spending pro- 
gram during the war because human lives 
were at stake, but now, unless we desire 
to face complete monetary collapse, we 
must stop cavorting in our fools’ fiscal 
paradise. This budget, he points out fur- 
ther, “is based upon as large an income as 
this nation has ever known, but it pro- 
vides for expenditures which total many 
times more than for any previous peace- 
time year.” 

“It is, of course, essential that business 
liquidate every possible wartime extrava- 
gance if it intends to be prepared for the 
serious and intense peacetime competition 
it now faces,’ Mr. Heimann says. “Its 
aim and objective must be a continued 
determination to make the cost of produc- 
tion as low as possible. 

“There are many items in postwar pro- 
duction over which business has lost con- 
trol. Any successful attempt to recapture 
a partial control over these costs calls for 
an aggressive effort beyond the normal 
business operation. 

“One of the major items that can never 
be returned to a prewar basis is taxation 
cost. However, it is cowardly to fail to 
attack the problem simply because the na- 
tion has a staggering debt of 260 billions 
of dollars. The budget originally pro- 
posed is the type of government manage- 
ment that deserved to be challenged with 
a plan which would reduce expenditures 
without omitting any essential services.” 





Industry also is facing budget prob- 
lems. Mr. Heimann says that one of the 
most difficult tasks confronting business 
is that of cutting back the non-productive, 
ovethead expense to a point where the 
normal peacetime volume will carry it. 
Although such items as taxes cannot be 
controlled, he declares that many items 
can be cut and that “each business organ- 
ization should now plan a budget based 
upon a stabilized peacetime production.” 


PRICE PROBLEMS 

“Everyone knows that in a normal pe- 
riod of time the customer sets the price. 
In this postwar era the pent-up demand 
and accumulated needs of the war period 
may have caused some business men to 
believe the customer would buy at any 
price. In just a few months the customer 
has demonstrated the fallacy. of such 
thinking. The customer is becoming more 
discriminate in his buying; he is weigh- 
ing values more carefully. Wage costs 
that are unreasonable or pricing policies 
that are unrealistic soon will be dis- 
counted in the market. In such instances, 
competition will set the price. As already 
has occurred in some lines, competitive 
prices frequently ignore cost of produc- 
tion. The consumer can and has forced 
this situation in some lines. It will be 
more evident in the months ahead. 

“As credit executives anticipated, these 
situations will bring on some failures. 
Indeed, recent weeks have registered the 
beginning of some of these expectations. 
Unstable price structures also emphasize 
the tendency towards unethical practices. 
Business character is put to the test i 
these days of returning business problems. 
Rejected and returned merchandise evils 
are now a common subterfuge to evade 
contract liabilities by the unscrupulous. 
Both these reprehensible practices are 1n- 
creasing and business should fight them 
uncompromisingly.” 
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Easing of Interest Control 
Urged in Debt Study 


Adoption of a governmental interest 
rate policy sufficiently flexible “to curb 
inflation and resist deflation’ was recom. 
mended by the Committee on Public Debt 
Policy in a report on a study issued te. 
cently. It asserted that rates should recog. 
nize interest not only as a cost to society 
but also as an important part of its in- 
come. The study was undertaken by the 
committee’s director of research, Dr. 
James J. O’Leary of Duke University, and 
endorsed by the group. 

The report was the third in a series pre- 
pared for the committee, of which the 
chairman is W. Randolph Burgess, vice 
chairman of the National City Bank of 
New York. 

While the Treasury and the Federal 
Reserve authorities should continue to in- 
fluence interest rates in the future, the 
committee held, controls over rates should 
not be rigid. It contended that if the Gov- 
ernment used its control simply to hold 
down the service charge on the debt and 


ignored other aspects of interest rates, it 
ALWAYS A G REAT DRAW | NG CA . D would “‘sacrifice to expediency of the 
budget an important part of an Ameti- 
can’s incentive to save, with results that 
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* the committee’s conclusions. 
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**That’s the trouble, gentlemen,” 
said the Chairman of the Board. 
**X’s. Unknown facts. All afternoon 
we’ve been trying to make 2 plus 
X equal 4, without knowing the 
value of X. That kind of thinking 
would get you fired out of an 
eighth grade algebra class . . . and 
it isn’t much help in running a ten 
million dollar business.” 


Fortunately for the directors, 
they knew where to find the man 
who knew where the hidden facts 
were buried. They asked the public 
accountant to translate the X’s into 
values that made sense .. . and 
provided a rock bottom base on 
which to build plans for increased 


production and redistribution. 





“Hexed by X's...” 
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Technically an “outsider” —the 
accountant often has an inside track 
on information unknown to the 
very people most urgently in need 
of that information. Taking nothing 
for granted, he sees the connection 
between apparently unconnected 
“trivia”...appraises details in terms 
of over-all objectives . . . judges 
generalizations by the data on which 


they are founded. To do his job- 


well, the accountant needs fresh 
facts. ..and he must have access 
to fact-finding tools. 


McBee is not an accounting 
firm... but our products and 
methods, evolved in 40 years, can 
help accountants secure needed 


facts faster, in more usable form. 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Avenue, New York 17, N. Y... Offices in principal cities 





Corporations Working Capital 
Is Surveyed by SEC 


Corporate net working capital, exclu. 
sive of banks and insurance companies, 
was estimated at $55.4 billion as of Sep. 
tember 30, 1946, according to the quar. 
terly analysis made public by the Secuti- 
ties and Exchange Commission. During 
the three months July through September 
1946, working capital increased by $1.4 
billion, a somewhat higher rate than in 
the preceding quarter and about the same 
as in the average war-time quarter. The 
increase in net working capital reflected a 
large increase in total current assets 
amounting to $3.2 billion while total cur. 
rent liabilities rose by $1.8 billion. 

By far the largest change in any of the 
items of current assets and liabilities dur- 
ing the third quarter of 1946 was the tec- 
ord $2.8 billion increase in inventories to 
a level of $31.7 billion, continuing the 
post-war trend. There was also a very sub- 
stantial increase in trade notes and ac- 
counts receivable other than from the 
U. S. Government, amounting to $2.2 
billion. Partly offsetting these large in- 
creases, corporations reduced their hold- 
ings of U. S. Government securities by 
$1.4 billion to a total of $16.2 billion. 

As for the other items of current assets, 
receivables from the U. S. Government 
dropped $300 million, leaving $700 mil- 
lion still outstanding, and other current 
assets declined by $100 million. Corpo- 
rate holdings of cash and deposits were 
the same as at the end of the second quar- 
ter, $22.3 billion. The ratio of corporate 
liquid funds in the form of cash and U. S. 
Government securities to sales, which is 
one rough measure of liquidity, declined 
somewhat during the third quarter but is 
still far above pre-war levels. This decline 
reflected increased sales and the shift of 
funds to other asset items. 

The increase in current liabilities was 
entirely explained by the $2.0 billion in- 
crease in other notes and accounts payable 
to a total of $26.6 billion. Federal income 
tax liabilities declined by $300 million to 
a level of $8.7 billion while advances and 
prepayments by the U. S. Government 
dropped $100 million, leaving only $200 
million on the corporations’ books. There 
was an increase in other current liabilities 
amounting to $200 million attributable to 
increased liabilities for taxes other than 
Federal income taxes. 

As for the other items affecting the cor- 
porations’ financial position, there was, 
during the third quarter of 1946, an in- 
crease in the net property account of $1.6 
billion, the largest quarterly rate on fec- 
ord. On the other side of the balance 
sheet, there was an increase in long-term 
debt and equity securities amounting to 
$500 million. This was largely in the 
form of long-term bank debt with the in- 
crease in stock issues about equal to the 
decline in outstanding corporate bonds, 
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Labor Output Increase Is Urged 
To Prevent Higher Prices 

Unless productive efficiency of Ameri- 
can labor is increased, another general 
wage increase now only will mean still 
higher prices, according to Dr. Jules 
Backman, Associate Professor of Eco- 
nomics at New York University, in a 
study entitled “Wages and Prices” te- 
leased for publication by The Founda- 
tion for Economic Education, Inc., Ir. 
vington-on-Hudson, New York. 

It will require a 30 per cent. gain in 
productive efficiency by 1950 for the 
country to get back to normal, Dr. Back- 
man estimates. He challenged the view of 
many that rising living standards, inter- 
rupted by the war, will automatically be 
resumed. To accomplish the increase in 
productive efficiency, he declared, “Amer- 
icans are going to have to work harder 
and take more risks.” 

“America’s gains of the past resulted 
from conditions favorable to a high rate 
of capital investment,” the study says. 
“Our expanding economy was one in 
which none of the factors of production 
aacal was allergic to hard work and risk-taking. 
scam 1 The rising tide of productivity finds its 
hi origin in contributions made by inventors, 
& ‘5, P ace © investors, factory workers, the service in- 

gs > «4 the dustries, construction, road building and 
transportation. In fact, the nation’s 
5 aisle growth is the end product of all the fac- 
oats y tors of production. 

ey? ass 10° “The output workers turn out sig- 
. t answet nificantly affects the relationship between 
See wages and prices. As output per man- 
gentave hour rises, wages can go up without the 
need for raising prices. Prices may actu- 
ally be reduced while wages are rising, if 

out productivity increases enough. 

The report discusses the major factors 
qy wis affecting wages and prices in the war pe- 
9 0 ; only riod and the decades immediately pre- 
mn CADZ ceding it, and contains numerous tables, 

t10T : statistics, summaries of Government or- 
° en ons? 5 g mone) sovle™ ders, and statements which have a bear- 
¢ wor ing on those factors. Recognizing that the 
subject of wages, prices and profits 
would again be a subject of controversy 
at this time, the foundation several 
months ago asked Dr. Backman to as- 
semble the pertinent facts. 

Real wages of workers in manufactur- 
ing on the average were 28 per cent. 
higher in August, 1946, after a year of 
peace, than they were in August, 1939, 
Dr. Backman reports. They were 15 pet 
cent. higher than in January, 1941, and 
double what they were in 1914. With 
only a 3 per cent. increase in man-hours, 
the production in manufacturing, mining, 
agriculture and public utilities was three 
times as much in 1939 as it was in 1900. 

“Within less than the average life-span 
of an individual, the American system of 
enterprise has reduced by almost two- 
FRIDEN CALCULATING MACHINE co., INC. thirds the human energy required to pro- 


HOME OFFICE AND PLANT SAN LEANDRO, CALIF., U.S. A. SALES AND SERVICE THROUGHOUT THE WORLD duce a given unit of product,” he says. 





Friden Mechanical 
and Instructional] Service is 







availahle in approximately 250 
Company Controlled Sales Agencies 
throughout the United States and Canada. 
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POSITIONS WANTED 








Controller, Assistant Controller or Treasurer 


Desires new connection with progressive 
organization which requires the services of a 
qualified controller, assistant controller or 
reasurer. Exceptional ability, managerial 
qualifications, supervision of general office 
and plant operations, financial statements, 
budgets, inventories, salary administration, 
and the like. Good references. Heavy or light 
machinery, retail establishment, steel, preci- 
sion. Particulars upon request. Address: Box 
696, “The Controller,” One East Forty-Second 
Street, New York 17, New York. 


Controller—Secretary-Treasurer 


Institute member desires new connection 
with established progressive organization, 
preferably in medium sized community of the 


The Controller, May, 1947 


north, east, or midwest. Particularly experi- 
enced in all phases of multiple financial re- 
sponsibilities and administration, including 
taxes, costs, budgets, insurance, machine ac- 
counting, etc. Certified public accountant, age 
48, married, one child. Available on rela- 
tively short notice. Confidential exchange of 
particulars. Address: Box 697, “The Control- 
ler,” One East Forty-Second Street, New 
York 17, New York. 


Controller—Executive Accountant 


Executive accountant presently employed of- 
fers: ten years of heavy industrial and diversi- 
fied experience in executive capacity, function- 
ing as part of top management group, and five 
years of public accounting experience as super- 
vising senior. Practical experience includes ex- 
ecutive committee, financial, and organization 
planning; development of manufacturing ex- 
pansion, and cost reduction programs; develop- 
ing, analyzing, and interpreting costs, budgets, 
inventory control, cost control, all phases of 


OFFICE MACHINES 


INTERNATIONAL 


pS sesotorn 
Sa 


OFFICE APPLIANCES, Inc. 
326-330 BROADWAY - NEW YORK.7,N. Y, 





general accounting, internal auditing, systems 
procedures, taxes, financial, and cost reports. A 
certified public accountant. Age 43. Salary 
$12,000. Address: Box 698, “The Controller,” 
One East Forty-Second Street, New York 17, 
New York. 


Executive Accountant—Assistant Controller 


Extensive general accounting and supervi- 
sion. Experienced in engineering and manufac. 
turing for heavy industry. Handle widespread 
branches, also domestic and foreign subsidj- 
aries. Costs, taxes, property, procedures, man- 
agement reports, etc. Flexible, resourceful, ac- 
customed pressure and difficulties. Age 33, 
college graduate, married, N.A.C.A. member, 
Future growth important. Salary $6,000. Prefer 
New York City region. Resumé available. Ad- 
dress: Box 699, “The Controller,” One East 
Forty-Second Street, New York 17, New York, 


Controller, Treasurer or Chief Accountant 


Desires position with a progressive company, 
where the experience of over 25 years on sys- 
tems, standard costs, budget control, and office 
management, with industrial, shipbuilding and 
municipal organizations can be utilized to full- 
est extent. Salary commensurate with duties 
and responsibility. Address: Box 700, “The 
Controller,” One East Forty-Second Street, 
New York 17, New York. 


Controller—Treasurer 


Twenty years’ diversified experience with 
national firm of public accountants and as 
assistant treasurer and controller of a large 
manufacturing company. Certified Public Ac- 
countant (Pa. and N. Y.). Age 42. Résumé 
on request. Address: Box 701, “The Control- 
ler,” One East Forty-Second Street, New York 
17, New York. 


Assistant Controller—Cost Accountant 


Young man, thirty-three years old, with 
Bachelor of Science degree in accounting, 
studying to obtain Master of Arts degree in 
cost accounting, wants to obtain proper ex- 
perience to become a controller. Executive 
ability proven by reason of: five years with 
national organization as Branch Office Man- 
ager; two years supervising general account- 
ing department for well-known manufacturer 
of airplanes, propellers, and engines; three 
years chief accountant and office manager for 
small manufacturer of electrical timing devices. 

Experienced in installing accounting systems 
and procedures, including installation of stand- 
ard costs system for small electrical manufac- 
turer. Managed own Public Accounting and 
Management Service for three years, obtaining 
diversified experience aiding management to 
determine costs, proper sales prices, methods 
of distribution and management policies. Will 
locate anywhere. Initial salary about $6,000. 
Address: Box 702, ‘The Controller,’ One East 
Forty-Second Street, New York 17, New York. 


Business Methods and Systems Planner 


Immediately available. Twenty years of ex- 
perience as business methods planner and pub- 
lic and private accountant especially qualify 
this man as supervisor or assistant in Methods 
Department. He has prepared and revised ef- 
fectively both operating and office Instruc- 
tion Manuals as based on his broad and diver- 
sified experience in administrative and finan- 
cial matters. He believes that formal stand- 
ard instructions and directives are economical 
and expedient. Married, prefers New York 
City area. Salary required approximately 
$5200. Address: Box 703, “The Controller,” 
One East Forty-second Street, New York 17, 
New York. 
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TODAY'S EMBEZZLEMENTS GROW 
UPON INVESTIGATION 





e. .. and employers today are more than ever before 
impressed by the complexity and thoroughness of the methods 
used by dishonest employees. Because of these methods, short- 


ages which at first seem moderately large, frequently turn out 





to be startling in size — as revealed in the newspapers. 


As the physician, by early diagnosis and advice, can prevent 
human ills, so the Controller can often save his company from 
financial ailment or actual bankruptcy by securing the pro- 


tection afforded by our Fidelity Bond. 


Our companies have long been leaders in helping prevent 
embezzlement losses by prescribing and providing the best- 
suited Dishonesty Insurance plan. Call our agent or your own 


broker today. 


AMERICAN SURETY COMPANY 
NEW YORK CASUALTY COMPANY 
afilicte: SURETY FIRE INSURANCE COMPANY 


Dependable as America 











100 Broadway New York 5, N. Y. 
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Reviews of Recent Publications 








BUSINESS BUDGETING AND CON- 
TROL. By J. Brooks Heckert. The Ron- 
ald Press Company, New York. 


It is refreshing to find in this new book 
by Professor Heckert consistent emphasis 
on the fact that effective budgetary control 
represents a method of coordinated plan- 
ning and operation of a business rather 
than the initiation and preparation of a 
given set of forms and reports. 

It is obvious that if the resources of the 
company are to be employed at a maxi- 
mum and the opportunities for future 
growth and expansion grasped, constant 
thought must be applied to the field in 
which the business operates and to the 
status of the company’s products in that 
field. This requires market research and 
analysis. 

Assuming the availability of a market 
for a variety and volume of products that 
will engage the productive facilities at a 
satisfactory level of operating capacity, 
what will be the cost relationship of each 
of the products to its sales price as well 
as the weighted average ratio of all prod- 
ucts in the proportions in which it 1s ex- 
pected they will be sold? This involves 
the determination of cost standards. 

Having determined upon an adequate 
volume and mixture of products, which 
will be the most effective methods of dis- 
tributing or merchandising them? Profes- 
sor Heckert has devoted serious attention 


to the importance of distribution methods 
and costs, recognizing that failure to do 
so by the company executives may mean 
the difference eerie profitable and un- 
satisfactory results. 

Realizing that no business can deter- 
mine with precision the exact volume or 
mixture of products it will sell or produce 
during a future period, provision must be 
made in the plans for variations as the 
exigencies of actual conditions require. 
Thus, the flexible cost and expense budg- 
ets, providing for the proper increase or 
decrease in certain types of expenditures 
as operating volumes change, eliminate 
the former objection that budget plans 
were outmoded as soon as business vol- 
umes changed. 

The objective of all this planning is, of 
course, the final income and balance sheet 
result ;—the attainment of a fair profit 
return on the investment, and a balanced 
condition of assets and liabilities that pro- 
vides adequate working capital and pro- 
vision for future growth objectives. 

The manner in which all of the activi- 
ties of a business organization are planned 
to yield these desirable results are depicted 
through a series of discussions, forms and 
charts of each of the major departments 
of a company. One gets the feeling that 
each executive and department head is be- 
ing assigned his share of responsibility 
for contributing to the budgeted result. 





Now Available! 


Organization Charts 





“The Organization of the 
Controller's Office” 


Bulletin Four of the Committee on Education, Controllers Institute of 
America, digests the “case histories” of 30 companies, in all sections of the | 
country and of varied size. A partial list of contents includes: 


Duties of the Controller’s Office 

Number of Employees in Office and Company | 
Total Yearly Expenditures of Office | 
Authority of the Controller | 
Delegation of Authority | 
Centralization or Decentralization 


$1.50 the copy—Remittance with order requested. 


Controllers Institute of America 
One East Forty-Second Street, New York 17, N. Y. 








Professor Heckert has gotten away 
from the implications of some of the 
earlier writings on the subject, that the 
form of a budget was the most important 
consideration. Instead, he stresses, as of 
prime importance, the intelligent analysis, 
planning and administration of the busj- 
ness activities by the executives, outlining 
the budgetary procedures to be used as 
their managerial tools. 

This volume includes an unusually 
good discussion of flexible budgets and of 
fixed and variable costs—problems that 
are basic in managing and working under 
any type of budget. It is painstaking in 
its treatment of the budgeting of produc. 
tion and financing. The problems appear 
to be well selected for their purpose and 
to afford a generous amount of peek 
material tied in with the progressive de. 
velopment of the chapters. Anyone con- 
cerned with the profitable operation of a 
business, or engaged in work leading to 
responsibility in budgetary control will 
find this volume quite useful. 

—Reviewed by FRANK KLEIN 
vice president and director of 
budgets, Worthington Pump & 
Machinery Corporation, Harri- 
son, New Jersey. 


Publication Issued on New 
Trade Mark Act of 1946 


W. H. Anderson Company, law book 
publishers of Cincinnati, Ohio, an- 
nounce the publication of the first book 
on the new trade-mark act—‘‘Trade- 
Mark Act of 1946,” by H. A. Toulmin, 
Jr., of Dayton, Ohio. (Price delivered 
single copies $5.00—10 or more copies 
$4.00 each.) This act, known as the 
Lanham Act, is the first comprehensive 
law enacted for the protection of trade- 
marks in the United States. It was ad- 
vocated for years by the National Asso- 
ciation of Manufacturers, Association of 
National Advertisers, Inc., and the pat- 
ent committees of various bar associa- 
tions. 

The author of this book is a well- 
known authority on trade-mark law and 
the author of previous trade-mark 
books and articles, and counsel for a 
large number of corporations on trade- 
mark matters. He is a member of the 
law firm of Toulmin & Toulmin, of 
Dayton, Ohio, and Washington. 

Under the new law many types of 
trade marks which could not be success- 
fully protected are now susceptible of 
protection, such as secondary meaning 
marks, service marks, certification marks 
and distinctive package designs. 

One of the most vital features of the 
new trade-mark law is that after a pe- 
riod of years a mark becomes incontest- 
able and is the property without ques- 
tion of the owner. Heretofore, the reg- 
istration of a trade mark was only evi- 
dence of a claim to the mark. 
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Personal Notes About Controllers 








Mr. Thomas W. Bryant became general 
comptroller of The Cuneo Press, Inc., of Chi- 
cago, on April 1. Mr. Bryant, who is serving 
currently as president of the Chicago Control 
of The Institute, previously served as control- 
ler of the Armour Auxiliaries, Chicago; and as 
treasurer and controller of Adolf Gobel, Inc., 
New York. He holds certificate 255 of The 
Institute, having been elected to membership 
in November, 1933. 


Mr. M. C. Roop, previously secretary and 
controller of Davison Chemical Corporation, 
Baltimore, has been named treasurer. A mem- 
ber of the Controllers Institute, Mr. Roop will 
continue as secretary. 


Mr. W. B. McCloskey, a fellow member of 
The Institute, succeeded Mr. Roop as control- 
ler of the firm. 


Mr. George R. Onody was elected a mem- 
ber of the Board of Directors of Naumkeag 
Steam Cotton Company, of Salem, Massachu- 
setts, at the recent annual meeting of the com- 
pany. At the same time Mr. Onody, a member 
of The Institute, was also elected clerk of the 
corporation. He previously held the position 
of controller and assistant to the president. 


Mr. E. F. C. Parker is now assistant to the 
president of Atlas Imperial Diesel Engine 
Company, of Oakland, California. Holder of 
The Institute’s certificate 94, Mr. Parker was 
previously controller and, later, assistant di- 
rector of sales of General Baking Company, 
New York. 


Mr. M. B. Goldblatt, comptroller of The 
Virginia Railway Company, Norfolk, Virginia, 
and a member of the Controllers Institute, has 
been elected a director of the company. 


Appointment of Mr. Walter J. Dreves, a 
member of the Controllers Institute, as control- 
ler and a member of the executive staff of 
Gamble-Skogmo, Inc., was made by the firm's 
president, Mr. P. W. Skogmo, late in Match. 
Mr. Dreves, who assumed his new duties im- 
mediately, has for the past two years served as 
management counsel to several corporations, 
and most recently in this connection as director 
of finance and controller for the International 
Plastic Corporation, Morristown, New Jersey. 
He had been associated previously with the 
Elastic Stop Nut Corporation of America, 
Union, New Jersey; Sears Roebuck, Chicago; 
and Marshall Field and Company, Chicago, in 
various financial and executive capacities. 


Mr. W. M. Reynolds is now controller of 
Morse Chain Company, of Detroit, Michigan, 
having resigned from his connection with 
Hughes Tool Company, of Houston, Texas. A 
member of The Institute since October, 1937, 
Mr. Reynolds previously had served as con- 
troller of Curtiss Wright Corporation (Air- 
plane Division) in St. Louis. 


Mr. C. Granniss Bonner, holder of The Insti- 
tute’s certificate 970 following election in May, 
1937, has been elected treasurer of Western 
Pipe & Steel Company, of San Francisco. Previ- 
ously Mr. Bonner was associated with Consoli- 
dated Steel Corporation, of Los Angeles. 


Mr. Henry S. Elder, a member of The In- 
stitute previously affiliated with Portable 
Products Corporation, New York, is now ex- 
ecutive vice-president of Titeflex, Inc., of 
Newark, New Jersey. 


Mr. Milton M. Fritch has been elected to the 
board of directors of Mangel Stores Corpora- 
tion, New York. Mr. Fritch, a member of 
The Institute since October, 1940, is control- 
ler and assistant to the president of the com- 
pany. He joined the Mangel organization upon 
his release from the service in May, 1946. At the 
time of his release he was a colonel and was 
Director of Finance of the Army Exchange 
Service. Prior to his enlistment in 1942, he 
was controller of Saks—Fifth Avenue, New 
York. 


Mr. Edmond S. LaRose, controller and a di- 
rector of Bausch & Lomb Optical Co., of 
Rochester, New York, and a past national di- 
rector of the Controllers Institute, is the sub- 
ject of an article in the March 15 issue of 
“Modern Industry,’’ which discusses his firm’s 
system of budget control. 


Mr. Alfred W. Cook, a member of the Con- 
trollers Institute, has been appointed assistant 
treasurer of the Conde Nast Publications, Inc., 
of Stamford, Connecticut. During his 20 years 
of service with the firm, Mr. Cook has served 
for the past 14 years in the capacity of chief 
accountant and assistant comptroller. 


Mr. John W. Hooper, vice-president and 
treasurer of American Machine and Foundry 
Company, New York, is chairman of the 
Brooklyn chapter of the American Red Cross. 
Mr. Hooper is holder of membership certificate 
407 of The Institute. 


Mr. Frank L. King, president of California 
Bank, Los Angeles, and holder of The Insti- 
tute’s certificate 272, was honored at a “Presi- 
dent’s Dinner” given by the staff of the Cali- 
fornia Trust Company, at the California Club, 
on February 25. Mr. King was the speaker of 
the evening, being introduced by Mr. Frank 
H. Schmidt, executive vice-president of the 
trust company, which is wholly owned by the 
California Bank. 


Mr. Paul L. Pease, a member of the Con- 
troller’s Institute of America, has been made 
treasurer of Walt Disney Productions, Bur- 
bank, California. Formerly assistant treasurer, 
Mr. Peace has been with the Disney organiza- 
tion nine years. 


Mr. J. J. Anzalone, holder of The Institute's 
certificate 423, has been named treasurer of the 
Federation for Railway Progress, it was an- 
nounced recently by Robert R. Young, presi- 
dent. Mr. Anzalone, who will make his head- 
quarters in Cleveland, has been serving as 
secretary-controller of The Allegheny Corpora- 
tion, Cleveland. 


Mr. Roy E. Hammond has been elected comp- 
troller of the General Motors Corporation,. De- 
troit, succeeding the late Mr. A. C. Anderson. 
Mr. Hammond had served as assistant comp- 
troller since January, 1944. 


Mr. William M. Hird, a member of the 
Controllers Institute by virtue of election in 
March, 1943, is now connected with the Re- 
search Department of the American Institute 
of Accountants, New York City. 


Mr. Robert L. Carson, formerly connected 
with the American Seating Company, Grand 
Rapids, Michigan, is now with the Messenger 
Corporation of Auburn, Indiana, in the ca- 
pacity of controller. Mr. Carson is a member 


of The Institute by virtue of election in Qc. 
tober, 1943. 


Mr. C. E. Jarchow, vice-president and comp. 
troller of International Harvester Company, 
Chicago, was recently elected a member of the 
Board of Directors of the company. At the 
same time, Mr. Jarchow, who is a vice-presi. 
dent of the Controllers Institute of America, 
was appointed first alternate member of the 
firm’s Executive Committee. 


Mr. John McCusker recently resigned his 
position as controller of Plastic Film Corpo. 
ration, of Plainfield, Connecticut, to join 
E. R. Squibb & Sons, of Brooklyn, New York, 
as budget director. Mr. McCusker is a mem. 
ber of the Controllers Institute of America. 


Election of Mr. James C. Windham as treas. 
urer and assistant secretary of the F. L. Jacobs 
Co., Detroit, Michigan, was announced recently 
by Rex C. Jacobs, president. 


Mr. Richard J. Cunningham, formerly cashier 
of the National Bronx Bank of New York is 
now associated with John J. Reynolds, Inc, 
New York, as treasurer and controller of all 
operating companies. 


Mr. P. F. Geiger has succeeded Mr. A. U. 
Hunt as controller of Jewel Tea Company, 
Barrington, Illinois. 


Mr. Ezra E. Stevens is now serving as 
administrative assistant to the controller of The 
Avoset Corporation, San Francisco, California, 
Prior to war service from 1944 to 1946, Mr. 
Stevens, a member of the Controllers Institute, 
was assistant controller of Carl L. Norden, 
Inc., of New York. 


Mr. C. F. Spindler is now affiliated with 
Kurz & Root Company, Inc., of Appleton, 
Wisconsin. Previously Mr. Spindler, who is a 
member of The Institute, was secretaty-treas- 
urer of Central Paper Company of Muskegon, 
Michigan. 


Mr. James E. Turner, who has been serving 
as treasurer of Talon, Inc., of Meadville, Penn- 
sylvania, was recently elected vice president of 
the company. A member of the Controllers In- 
stitute, Mr. Turner will continue to serve as 
treasurer. ’ 


Mr. Charles A. Armitage, formerly assistant 
treasurer, has been appointed treasurer of Me- 
gowen-Educator Food Company, of Lowell, 
Massachusetts. Mr. Armitage holds certificate 
1385 of the Controllers Institute of America. 


Mr. Harry E. Howell is now serving as con- 
troller of the United Nations Relief and Re- 
habilitation Association, of Washington, D. C. 
Mr. Howell contributed an article on “War De- 
partment Pricing Policy” to the August, 1945 
issue of THE CONTROLLER. 


Mr. A. E. McCormick has succeeded Mr. 
J. J. Russell as treasurer of Revere Coppet and 
Brass Inc., New York. 


Mr. W. F. Palmer is now associated with 
Piasecki Helicopter Corporation, formerly P-V 


Engineering Forum, Inc., of Sharon Hill, Penn- 


sylvania. His title is assistant treasurer an 
controller. Previously, Mr. Palmer, a member 
of The Controllers Institute, was assistant con- 
troller of The Glenn L. Martin Company, of 
Baltimore, Maryland. 











a 
1 in Oc. 


d comp. 
ompany, 
t of the 
At the 
Ce-presi- 
America, 
of the 


ned his 
Corpo. 
to join 
v York, 
a mem- 
nerica, 


is. treas- 
. Jacobs 


recently 


cashier 
Y ork is 
s, Inc, 
of all 


A. U. 
mpany, 


ing as 
of The 
fornia, 
6, Mr. 
stitute, 
Jorden, 


1 with 
pleton, 
0 is a 
/-treas- 
kegon, 


erving 

Penn- 
ent of 
rs In- 
rve as 


sistant 
f Me- 
owell, 
ificate 
ica. 


$ con- 
d Re- 
DG 
ir De- 

1945 


| Mr. 
rand 


with 
, p.V 
Penn- 
and 
mber 
con- 
y, of 


i 
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(Continued from page 225) 











Specifications are being prepared by the 
Research Director of the Foundation in 
collaboration with the National Chairman 
of the Committee on Education. It is ex- 
pected that work will be started on this 
survey within a fortnight. This is to be 
handled by Charles C. Hull, director of 
education of The Institute. 


Federal Fiscal Policies Are 
Called Inflation Threat 


The “dangerously” high level of the 
country’s money supply, at about three- 
fourths of the national income, still poses 
the threat of inflation and is the “major 
economic problem arising out of bank 
participation in war financing,” declares 
the second study of the Committee on 
Public Debt Policy. This high level com- 
pares with slightly more than half of na- 
tional income in the prosperous ’20s and 
about 40 per cent. after the first World 
War. 

The solution, the study points out, is 
a matter of government fiscal and Federal 
Reserve policy, calling for reversal of 
“the process by which the money supply 
was increased during the war” so that 
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“THE MACHINE TO COUNT ON” 





A HANDY CALCULATOR 


New Back Transfer Device 
Speeds up Calculations 


HERE’S THE ANSWER to man- 
agement’s demand for a low priced, 
fast calculator. Entirely portable. Un- 
excelled for sturdy construction. 
Hundreds of auxiliary uses in large 
organizations. Keep one on every 
desk, where quick calculations are 
necessary. 


USE MORE MACHINES TO SERVE 
MORE PEOPLE AT LESS COST 


IVAN SORVALL 


210 Fifth Ave., New York 10, N. Y. 
Ask for Bulletin LP-53 








X%UM 





The Controller, May, 1947 


bank holdings will be reduced and pri- 
vate holdings increased while the na- 
tional debt is reduced steadily. 

War financing turned the banks from 
lending institutions to private enterprise 
into “more largely investing institutions 
in government securities.” Government 
securities jumped to 73 per cent. of total 
loans and investments while loans grew 
only nine billions. This increased interest 
income from government bills to about 
half of bank income against one-fifth be- 
fore the war, while loan income dropped 
from almost half to 28 per cent. of bank 
income, ‘‘a matter of concern to many 
bankers,” the study added. 
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Despite the strain of war financing, 
banks generally are strong and in a good 
position to meet demands, although a de- 
cline from the exceptionally high earn- 
ings is due and capital fund growth has 
been lagging behind the growth of de- 
posits, it was found. 

The study was drafted by Roy L. Reier- 
son, economist of Bankers Trust for the 
public debt committee which is headed 
by W. Randolph Burgess. The report is 
second of an indeterminate series de- 
signed to present the best economic view- 
point on war-caused problems. The studies 
are being financed by the Falk Founda- 
tion of Pittsburgh. 


Financial Officers Rely On: 














USINESS BUDGETING 
and CONTROL 


By J. BROOKS HECKERT, C.P.A. 
Associate Professor of Accounting, Ohio 


State University 


This new book offers a thorough coverage for all 
those responsible for budgetary planning and control. 
Gives principles, methods, and procedures for the 


EBUSINESS 
BupGETIne 





preparation and operation of budgets for all types of 


business in both large and small concerns. Follows each budget through from 
time the budget figures are constructed to when they are compared with the 
actual results, the variance analysis made, and completed reports drawn up. 
Generous amount of illustrative material. 

“UNUSUALLY SUCCESSFUL . . . most readable on preparation of the complete business 


budget and its invocation as an instrument of executive control.” New York Certified 
Public Accountant $5 00 


HE ANALYSIS AND CONTROL 
OF DISTRIBUTION COSTS 
Also by J. BROOKS HECKERT 
Written to aid executives and accountants in the difficult task of applying 
analysis and control techniques to marketing effort. Offers those who have to 
work out and use procedure suitable to their specific situations a statement of 


basic problems and suggestions of illustrative methods which will be of practical 


value. $5.00 
DVANCED ACCOUNTING (4th Edition) 


By ROY B. KESTER, C.P.A. 
Professor and Head of Dept. of Accounting, Columbia University 


A newly revised edition of this widely accepted standard. Covers accounting 
and financial problems of corporations including basic considerations in prep- 
aration of financial statements. As in the author’s Principles of Accounting, 
emphasis is on thorough understanding and application of principles. Difficult 
points and conflicting opinions thoroughly discussed and compared. Illustra- 


tive cases. $5.00 


ORDER FROM 











» THE RONALD PRESS COMPANY . 


15 East 26th Street New York 10, N. Y. 
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Licensing of Accountants Eased 
By New York State Law 


New York state accountants who are 
more than 40 years old and have had 
fifteen years’ experience may be licensed 
as certified public accountants without ex- 
amination, under a new law, signed tfe- 
cently by Governor Thomas E. Dewey. 
Approval of the measure had been op- 
posed by the New York State Society of 
Certified Public Accountants, which con- 
tended that it would ‘break down at the 


stroke of the Governor's pen high stand- 
ards of education, experience and prac- 
tice for certified public accountants built 
up since 1896.” 

In signing the bill, Governor Dewey 
cited a memorandum which he had tfe- 
ceived from the State Education Depart- 
ment and added: 

“This bill can be approved solely on 
the assurance by the Education Depart- 








Career in Management Consulting 


We desire to add to our professional staff a man with a good ac- 
counting background who is interested in making a permanent ca- 
reer in management consulting. We want a man between 32 and 40 | 
years of age, a college graduate, of pleasing appearance and person- | 
ality and a high degree of imagination and analytical ability. His | 
work will include helping clients develop executive control reports, | 
determining operating and profit problems through financial trend 
analyses, directing development of cost systems and budgetary pro- 
grams. Location—New York. Splendid opportunity for advance- | 
ment with a long established and leading firm in the management 
consulting field. All replies will be acknowledged and held in con- 
fidence. Address: Box 695, “The Controller,” One East Forty-Sec- 
ond Street, New York 17, New York. 
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ment that the powers granted by this bil] 
will be used only in exceptional cases, If 
after a year’s experience the department 
and the Board of Examiners find this law 
unworkable or too loose, it can and 
should be modified or repealed. The 
high standards of public accountancy in 
New York, which led the nation in estab. 
lishing such standards, must not be low. 
ered.” 

The memorandum from the Depatt- 
ment of Education said: 

“This bill provides that in lieu of the 
requirements as to education and exami- 
nation as prerequisite for licensure in the 
field of certified public accountancy, the 
department may accept, in the case of 
applicants who have reached the age of 
forty years, evidence of fifteen years’ ex- 
perience in the intensive application of 
accountancy principles and auditing pro- 
cedures satisfactory to the State Board of 
Certified Public Accountant Examiners, 
subject to review by the Commissioner 
of Education. 

“The Board of Regents and the de- 
partment recognize that there is some 
justice in this proposal. There are a num- 
ber of men over forty years of age and 
who over a period of fifteen years or more 
have achieved distinction in the intensive 
application of accountancy principles and 
auditing procedures. Only those who have 
reached such levels of achievement should 
receive consideration under this proposed 
law. It should not -be permitted to favor 
those who have attempted unsuccessfully 
to secure license by examination or who 
have only an average record of perform- 
ance, even though they have been in the 
practice of accountancy for fifteen or 
more years. 

“This bill should be approved only on 
the assumption that the Department of 
Education would be expected to formu- 
late rigid standards for the guidance of 
the Board of Certified Public Account- 
ant Examiners in the administration of 
the proposed law. Under these conditions 
and in view of the discretionary power 
given to the Board of Certified Public 
Accountant Examiners and the Commis- 
sioner of Education, the department be- 
lieves that the welfare of the public can 
be protected if this bill becomes law.” 


Controllers’ Congress Meets in June 


The annual convention of the Control- 
lers’ Congress of the National Retail Dry 
Goods Association will be held at the 
Biltmore Hotel, Los Angeles, beginning 
June 11 through June 14, 1947. The 
theme of the sessions has been announced 
as: “Improvement in Methods to Effect 
Lower Distribution Costs.” 

* * * 

The number of teachers has more than 
doubled since 1900, reports a Twentieth 
Century Fund survey, while the number 
of pupils has increased by only two-thirds. 
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CORPORATE ANNUAL REPORTS 
FUTURE WAGE TRENDS 
ECONOMIC STABILIZATION 
THE BUSINESS OUTLOOK 

“THE PRICE OF FREEDOM” 


Controllers : 


HEAR THESE VITAL TOPICS 


Analyzed at the Ninth Annual Midwestern 


CONTROLLERS CONFERENCE 


Sponsored by the Pittsburgh Control 


Controllers Institute of America 


MAY 18-20, 1947 
Hotel William Penn 
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Is your payroll 
a sacred cow? 





ee you'll be amazed to 
learn how much it now costs you to 
prepare a payroll. 

Perhaps your firm is spending more 
time and energy “getting out the pay- 
roll” than is really necessary. 


You can change this 
. . . As soon as you realize that your 
payroll does not have to be handled in 
your own office. 
No matter how complicated your prob- 
lem may seem, we can do your payroll 
and related tax work for you on high 
speed alphabetic and numeric tabulat- 
ing machines. 
We will provide you with a complete 
package of payroll work just as you 
want it... payroll registers, labor 
distribution schedules . . . everything 
from unsigned payroll checks to W-2 
forms! 
And, your payroll figures are kept just 
as confidential as a checking account 
at the bank. 
Send for “Payroll Service,” a fasci- 
nating booklet that answers many 
questions concerning this efficient, 
confidential service. 


Tabulation specialists 
accurate compilation of 
sales analyses .. . traffic studies... 
price studies . . . retroactive pay-in- 
crease calculations? The Recording 
and Statistical Corporation will com- 
pile your statistical reports of most 
every type! 
Write for literature and quotations to: 


Need quick, 


Recording and Statistical 


Corporation 
CHICAGO BOSTON DETROIT 
MONTREAL TORONTO 


102 Maiden Lane, New York 5, N. Y. 
CURE ER 
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Employers Warned Against “Technical” 
Explanations of Job Evaluations 


Management has failed clearly to ex- 
plain to employes reasons for compensa- 
tion for various types of employment and 
to convince them that they have received 
their proper share of business income, 
Edward J. Walsh, division personnel 
manager of General Foods Corporation, 
declared recently before a meeting of the 
New York City Control of the Control- 
lers Institute of America. 

Mr. Walsh said: “There is too great a 
tendency to ‘go technical’ the minute we 
speak of job ratings or descriptions of 
evaluations. An ait of mystery develops, 
and with it, sometimes, an air of suspicion 
or challenge is created on the part of the 
employe—and even of his supervisor.” 

He urged establishment of scientific job 
evaluation programs where needed and 
called for adequate explanation to em- 
ployes to whom they are applied, declar- 
ing: 

“A great deal is accomplished if em- 


Werntz Resigns SEC Post as 
Chief Accountant 

The resignation of William W. Werntz 
as chief accountant of the Securities and 
Exchange Commission, effective April 25, 
and the appointment of Earle C. King, 
assistant chief accountant, as his successor, 
were announced recently. 

Formerly a member of the faculty of 
Yale University and the Yale School of 
Law, Mr. Werntz joined the SEC in 1935 
and became chief accountant on May 21, 
1938. He will join the firm of Allen R. 
Smart & Co., New York City. 

Mr. King, a member of the Commis- 
sion’s staff since 1934, has been assistant 
chief accountant since May 21, 1938. His 
post will be filled by Andrew Barr, who 
has been a member of the SEC’s account- 
ing division since 1938, except for a 
period in the Army during the last war. 


New Orleans Control Hears 
A. H. Kent on Auditing 


For its April 22 meeting, in the Pan Amer- 
ican Room of the Roosevelt Hotel, the New 
Orleans Control had as its speaker Mr. Arthur 
H. Kent, general auditor of the Standard Oil 
Company of California. 
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Mr. Employer: ARE WE NOW SERVING YOU? 


GORDEN N SELBY - Executive Director 


ACCOUNTANTS EXCHANGE 


CHICAGO 


MARRIS TRUST BLOG 11 W. MONROE STREET 





ployes are given a frank explanation of 
the purposes and advantages of job eval- 
uation. If they ‘buy’ your plan, their en- 
thusiasm for it is always more easily sus- 
tained than when they have to be ‘sold.’” 





Syracuse Control Host to 
Buffalo-Rochester, May 23 


| The annual Tri-Control Confer- 
ence of the Buffalo, Rochester and | 
Syracuse Controls will be held in 
Syracuse on May 23 at the Onondaga | 
_ Golf and Country Club. The Syracuse 
Control, this year’s host to the gather- 
ing, has announced a program of 
Sports for the afternoon, followed by 
a dinner at which The Institute's pres- 
ident, John H. MacDonald, and man- 
aging director, Arthur R. Tucker, will 
| be guest speakers. 











Institute’s Education Committee 
Reviews Program 


Review of the educational program of 
The Controllers Institute, and plans for 
future activity, featured the meeting of 
the National Committee on Education, 
which was held in Washington, D. C., on 
March 16, prior to the opening of the 
Eastern Spring Conference. Those pres- 
ent included Professor Ross G. Walker, 
chairman of the committee; Norman W. 
Kurz, Crosley Motors Company, Cincin- 
nati; W. M. Brown, The Robinson Clay 
Product Company, Akron; John T. Dever, 
Villanova College; S. Chaplin Davis, 
Baltimore Salesbook Company, Baltimore; 
J. H. Hardy, Chattanooga, Tennessee; 
H. R. Patton, Carnegie Institute of Tech- 
nology, Pittsburgh; O. J. Gurwell, 
Thompson Products Company, Detroit; 
E. Stewart Freeman, Dennison Manufac- 
turing Company, Framingham, Massa- 
chusetts; John H. MacDonald, president 
of the Controllers Institute, and vice 
president of the National Broadcasting 
Company, New York; Milton A. Barlow, 
Hot Shoppes, Inc., Washington, D. Ce 
Henry W. Herzog, George Washington 
University; and Charles C. Hull, direc- 
tor of education of The Institute. 


Brochure of Business Forms 


UARCO Incorporated, manufacturer of busi- 
ness forms, has published a brochure, display- 
ing the various uses of continuous forms with 
tabulating machine equipment, particularly for 
invoice combinations, inventory control, pay- 
roll applications, sales records, production con- 
trol, cost control, purchasing control and per- 
sonnel records. For a free copy of the brochure, 
write to the Systems Department, UARCO 
Incorporated, 5000 South California Avenue, 
Chicago 32, Illinois, and request ‘For Faster 
Better Tabulator Operations.” 
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Five Institute Members Are Named 
Presidents of Companies 


Mr. H. Gordon Calder, vice-president and 
treasurer Of Southern Natural Gas Company, 
Birmingham, Alabama, has been appointed 
president of Southern Production Co., with 
headquarters at Shreveport, Louisiana. Mr. 
Calder, holder of The Institute’s certificate 
number 232, was a charter member and first 
president of the Birmingham Control of The 
institute. He has also served as vice-president 
and treasurer of Alabama Gas Company, of 
Birmingham. 


Mr. David H. Harshaw has been elected 
president of John B. Stetson Company, Phil- 
adelphia, succeeding the late George L. Rus- 
sell, Jr. Previously, Mr. Harshaw served as 
vice-president and treasurer of the company. 
President and director of the Hat Institute, 
Inc. of New York, Mr. Harshaw joined Stet- 
son in July, 1935. Two years later he was 
placed in charge of all accounting procedures. 
He was elected secretary and treasurer in 
1941 and vice-president and treasurer in 1945. 
In February, this year, he was elected execu- 
tive vice-president and general manager of 
Mallory Millinery, Inc., New York, a subsid- 
iary of John B. Stetson Company. Mr. Har- 
shaw is a member of the Controllers Institute 
of America. 


Mr. C. F. McElroy now holds the position 
of president of Olympic Frozen Foods, Inc., of 
Seattle, Washington. The company is a wholly- 
owned subsidiary of Capital Company, Los 
Angeles, in which Mr. McElroy continues to 
hold the position of vice president. Mr. Mc- 
Elroy, a member of the Controllers Institute of 
America, spent the major portion of 1946 in 
the Philippines rehabilitating an oil explora- 
tion and development company. 





Mr. James J. 
Russell has been 
elected president 
of Revere Copper 
and Brass, Inc., of 
New York, as suc- 
cessor to Mr. C. 
Donald Dallas, 
who.became chair- 
man of the board 
of directors. Mr. 
Russell, a member 
of the Advisory 
Council and a past 
national director 
of the Controllers 
Institute of Amer- 
ica, had been a director and treasurer of the 
company since its organization in 1928 and 
for many years had served as secretary and 
vice-president. He has been associated with 
the copper and brass industry for more than 
forty years. 

Mr. Robert L. Spotts was named president 
and director of Tel Autograph Corporation, 
New York, in March, 1947. A month earlier, 
Mr. Spotts, who succeeded Dwight G. W. 
Hollister, as president, had been appointed 
executive vice president of the company. Pre- 
viously, Mr. Spotts, a member of the Con- 
trollers Institute, was treasurer of the com- 
pany. 


Mr. Russell 


Federal Audits Head Sees Danger 
in Big Public Spending 

“I am convinced by many years of intimate 
contact with government at all levels, both 
professionally and as a public official, that 
there is no more serious threat to the con- 
tinuity of the way of life to which our gov- 
ernment is dedicated than the inordinate 
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height to which our public expenditures have 
mounted.” 

This was the opinion expressed by T. Cole- 
man Andrews, Director of the Corporation 
Audits Division of the General Accounting 
Office, in a speech to the recent annual meet- 
ing of the American Institute of Accountants. 

Mr. Andrews, giving a review of his stew- 
ardship in auditing government corporation 
accounts, called on his fellow accountants to 
“take the lead in ridding the organization and 
management of our public affairs of the waste 
and extravagance that so surely threaten our 
freedom.” 

He called the danger of huge government 
expenditures ‘‘a consequence of failure on our 
part to realize that democracy and economic 
security are inseparable.” He said that ‘we 
cannot leave the preservation of democracy 
to the other fellow while we go after economic 
security, without losing both. 

“Someone has said that if we value any- 
thing more than we do freedom, we will 
lose our freedom, and, if it is money we are 
after, we will lose both.” 








Complements 


Wuzs you come right 
down to it, there is only one 
difference between an un- 
biased survey of your insur- 
ance affairs and an audit of 
your accounts. Both are pre- 
cautionary measures and 
both are concerned with 
your financial position. 
However, the audit estab- 
lishes your financial position 
as is, whereas an insurance 
survey determines what it 
may be if your assets or earn- 
ing capacity are destroyed or 
injured by casualties. One 


complements the other. 


JOHN R. BLADES 


Insurance Adviser 
50 Church St., New York 7, N. Y- 


Established 1926 
NO INSURANCE SOLD 
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INSTITUTE ACTIVITIES 








“Name” Speakers, Timely Subjects Feature 
Controllers Conference at Pittsburgh, 
May 18-20, in William Penn Hotel 


Featuring speakers of authority in their 
respective fields and topics of timely and 
vital significance to today’s economy, the 
ninth annual Midwestern Spring Confer- 
ence of Controllers is slated to open in 


the William Penn Hotel, Pittsburgh, on 
May 18, continuing through May 20. The 
conference is sponsored by the Pittsburgh 
Control of the Controllers Institute, this 
being the first time an Institute confer- 











‘“‘“NEW HORIZONS FOR CONTROLLERSHIP”’ 


An Announcement of Special Interest to 


Far-West Controllers and Financial Officers 


PACIFIC COAST CONFERENCE 


of the 


Controllers Institute of America 


will be held in 


LOS ANGELES 


at 


HOTEL BILTMORE 


on 


MAY 17, 1947 


under the auspices of the 


Los Angeles Control 








ence has been scheduled in Pittsburgh, 4 
large attendance of corporate controllers 
and financial officers from the mid. 
western and the nearby eastern sections 
of the country is expected, according to 
advance registration indications. 

In addition to the Monday banquet 
speaker—H. W. Prentis, Jr., president of 
Armstrong Cork Company, and past pres- 
ident of the National Association of 
Manufacturers, who will speak on “The 
Price of Freedom’—the program com- 
mittee has announced the following: 


Sunday Reception and Buffet Dinner— 


Speaker: SHERMAN RoceERs, Author 
and Lecturer. 


Monday Morning—'Interpreting the 
Company's Financial Position Through 
Its Annual Reports.” 

Speakers: FRANK M. SurFACE, Execu- 
tive Assistant to the President, Standard 
Oil Company (New Jersey), New York. 
C. E. JarcHow, Vice-President and 
Comptroller, International Harvester Com- 
pany, Chicago. Plus a Panel Discussion. 


Monday Luncheon—Address by Louts 
B. SELTZER, Editor, The Cleveland Press, 
“Elevating our Economic Sights.” 


Monday Afternoon—"The Future Trend 
in Compensation.” 

Speakers: Dr. EMERSON G. SCHMIDT, 
Director of Economic Research, Chamber 
of Commerce of the United States, Wash- 
ington, D. C. W. R. WRIGHT, Stevenson, 
Jordan & Harrison. Pius a Panel Discus- 
sion. 


Tuesday Morning—“Where Do We 
Stand on Economic Stabilization ?” 

Speakers: EDwIN B. GEORGE, Econo- 
mist, Dun & Bradstreet, Inc., New York. 
MARTIN GAINSBRUGH, Chief Economist, 
National Industrial Conference Board, 
New York. Plus a Panel Discussion. 


Tuesday Luncheon—“The Outlook for 
American Business.” 


Address by ALAN H. TEMPLE, Vice- 
President, The National City Bank, New 
York. 


Local Controls of The Institute rep- 
resented in the Midwestern Conference 
area include Birmingham, Buffalo, Chat- 
tanooga, Chicago, Cincinnati, Cleveland, 
Dallas, Dayton, Detroit, Houston, Indi- 
anapolis, Kansas City, Louisville, Mil- 
waukee, New Orleans, Pittsburgh, Quad- 
Cities, St. Louis, Toledo, Twin Cities, 
Western Michigan. 


* co * 


Just prior to the war, one-fifth of all 
investments and more than one-tenth of 
all consumer expenditures were for trans- 
portation. The amount spent by consum- 
ers for transportation services was Over 
$7.3 billion, says a Twentieth Century 
Fund report. 
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MEETINGS OF CONTROLS 








WESTERN MICHIGAN 
Topic: COLLECTIVE BARGAINING 
The April meeting of the Western Michigan 
Control was held at the Warm Friend Tavern, 
Holland, Michigan, on April 9. Mr. Earl Fal- 
coner, director of Region 7, U. A. W., Lansing, 
Michigan, was the speaker on this occasion. 
The topic of his talk was “Collective Bargain- 
ing from the Union’s Point of View.” 


TWIN CITIES 
ROUND-TABLE DISCUSSION 
For the April 1 regular monthly meeting of 
the Twin Cities Control, the Control’s com- 
mittee on education and the program com- 
mittee arranged a round-table discussion with 
Richard L. Kozelka, dean of the School of 
Business Administration of the University of 
Minnesota, and leading members of the fac- 
ulty. The discussion dealt with plans for the 
development of a closer and better working 
arrangement with the University. The meet- 
ing was held at the St. Paul Athletic Club. 


SYRACUSE 
Topic: ANNUAL REPORTS 
Mr. John G. Benack, assistant secretary of 
the Niagara-Hudson Power Corporation, 
Syracuse, presented his views on the subject 
of “The Production of Annual Reports,” at 
the March 18 monthly meeting of the Syra- 
cuse Control. The meeting took place at the 
Onondaga Hotel. 


SPRINGFIELD 
Topic: PENSION PLANS 
The March meeting of the Springfield Con- 
trol was held in the Sheraton Hotel on March 
25. The speaker for the meeting was Mr. 
Lloyd Ellison, president of the Ellison Sys- 
tem, Inc., Springfield, Mass., who spoke on 
=—— Plans—Self-Administered or In- 
sured. 


SEATTLE 


Topic: BUSINESS AFFAIRS AND EDU- 
CATIONAL POLICY 


Against the background of the Washington 
g om 
pension 
and profit- 
sharing plans 
* 


Write for Pamphlet 
“Recent Developments 
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Athletic Club, Dr. R. B. Allen, president of 
the University of Washington, presented his 
views on the subject of “The Interaction of 
Business Affairs and Educational Policy in a 
State University” to the members of the Se- 
attle Control on the occasion of their March 
27 regular monthly dinner and meeting. 


SAN FRANCISCO 
Topic: INTERNAL AUDITING STAFF 


The regular monthly meeting of the San 
Francisco Control was held on March 20 at 
the Army and Navy Club. The featured 
speaker was Mr. Arthur H. Kent, general au- 
ditor, of the Standard Oil Company of Cal- 
ifornia, who spoke on “Selection and Devel- 
opment of an Internal Auditing Staff.” 


ROCHESTER 
Topic: INTERNAL AUDITING 


The Rochester Control held its March 
meeting at the Hotel Sheraton on March 26. 
As its guest speaker, Mr. Earl H. Cunning- 
ham, general auditor of General Motors Cor- 
poration, discussed the subject of “Internal 
Auditing.” 


PORTLAND 


Topic: JOINT PRODUCTS COST AC- 
COUNTING 


Michael A. Gudman, controller of the Co- 
lumbia River Packers Association in Astoria, 
Oregon, and a member of the Portland Con- 
trol, discussed the subject of “Joint Products 
Cost Accounting” in connection with the fish 
industry, at the regular monthly meeting of 
his Control on March 21. The members con- 
vened at the Old Heathman Hotel. 


PITTSBURGH 
Topic: BUSINESS OUTLOOK 


Mr. Frank D. Newbury, vice president and 
economist of Westinghouse Electric Corpora- 
tion, was guest speaker at the March 17 din- 
ner meeting of the Pittsburgh Control. Mr. 
Newbury discussed “The Business Outlook.” 
The meeting took place at the Duquesne Club. 


PHILADELPHIA 


Topic: PENNSYLVANIA’S FISCAL DI- 
LEMMA 


‘“Pennsylvania’s Fiscal Dilemma’ was dis- 
cussed by Mr. E. M. Elkin on the occasion of 
the Philadelphia Control's regular monthly 
meeting and dinner on April 3. Mr. Elkin is 
general tax attorney of Westinghouse Elec- 
tric Corporation, Pittsburgh. 


NEW YORK CITY 
Topic: JOB EVALUATION 


A panel discussion on “Job Evaluation— 
And New Techniques in Salary Administra- 
tion” was presented by Professor Charles W. 
Lytle, sh i of industrial engineering at 
New York University, Mr. Edward J. Walsh 
of the personnel division of General Foods 
Corporation, New York City, and Mr. D. W. 
Weed, consultant on management problems 
at Ballston Spa, New York, at the April 10 
regular monthly dinner and meeting of the 
New York City Control. The Hotel New 
Yorker was the scene of the meeting. 


MILWAUKEE 
Topic: PRODUCTION WORKERS’ IN. 
COME 


The Milwaukee Control held its regular 
monthly meeting on March 11 at the Hotel 
Shroeder. The speaker for the occasion was 
Mr. Henry L. Nunn, former president of the 
Nunn-Bush Shoe Company. Mr. Nunn discussed 
‘Flexibility in Production Workers’ Income.” 


LOUISVILLE 
SPECIAL PROGRAM 
Plans for the forthcoming French Lick Con- 
ference on June 13-14 of the Louisville, In- 
dianapolis, Cincinnati and Dayton Controls 
were outlined at the March 26 dinner meeting 
of the Louisville Control, at the Kentucky 
Hotel. The speaker for the evening was Mr. 
L. M. Sanders, vice-president of the Stock 
Yards Bank, Louisville. 


LOS ANGELES 

SAFETY FILM and UNEMPLOYMENT 

INSURANCE TALK 

Both a traffic safety film entitled, “That 
They May Live’ and a talk entitled, “Dangers 
on the Unemployment Insurance Front” were 
featured on the program of the March 20 
meeting of the Los Angeles Control, held at 
the Ambassador Hotel. Mr. Jim Quick of 
the advertising department of General Pe- 
troleum Corporation, the producers of this 
film, narrated the film in person. Mr. C. C. 
Mathews of the Tax Department of Lockheed 
Aircraft Corporation, delivered the talk. 


INDIANAPOLIS 
Topic: USE AND OCCUPANCY INSUR- 
ANCE 


Mr. H. W. Mullins discussed “Use and 
Occupancy Insurance’ at the March 27 regu- 
lar monthly meeting and dinner of the Indi- 
anapolis Control. Mr. Mullins is agency su- 
perintendent of the National Fire Group, 
Chicago. 


HOUSTON 
Topic: INTERNAL CONTROL 
The joint meeting of the Houston Control 
with Certified Public Accountants was held 
March 18 at the Y.M.C.A. Mr. Joseph Pele; 
from the Chicago and New York offices of 
Price Waterhouse, spoke on “Internal Con- 
trol as it Relates to Controllers and External 
Accountants.” 


HARTFORD 
Topic: GROUP PENSION PLAN 
A talk on “Starting or Terminating a Group 
Pension Plan” was given by Mr. Daniel A. 
Evatt of New York, at the regular monthly 
meeting and dinner of the Hartford Control, 
on April 3, at the Elm Tree Inn, Farmington. 
Mr. Evatt has been in public practice hao- 
dling federal tax matters and specializing 10 
pension plans, with offices in New York and 

Washington. 


DISTRICT OF COLUMBIA 
SPECIAL PROGRAM 


A review of the proceedings of the Eastern 
Spring Conference sponsored in Washington 
on March 16-18, by the District of Columbia 
Control, featured the regular meeting of the 
Control on March 25 at the Carlton Hotel. 
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OIT 
ean Topic: PUBLIC SPEAKING 


“The Amplification of Oral Thinking to 
the Problems of a Controller” was discussed 
by the Detroit Control at its recent monthly 
meeting on March 25, which took place at 
the Hotel Statler. Dr. Preston H. Scott, who 
specializes in this subject at Purdue and 
Wayne Universities, was featured as guest 
speaker on this occasion. 


DALLAS 
Topic: INVENTORY 
Mr. Harry Goodson, of the firm of Haskins 
and Sells, acted as guest leader of a discus- 
sion on “Inventory Control and Valuation” 
held by the Dallas Control at its March 25 
meeting, at the Dallas Country Club. 


ICAGO 
ms Topic: STOCK MARKETS 

On March 26 the Chicago Control presented 
as guest speaker for the evening Mr. James 
Day, president of the Chicago Stock Ex- 
change. Mr. Day’s discussion dealt with a 
“Study of Modern Stock Markets.” The meet- 
ing was held at the Chicago Athletic Associ- 


ation. 


CINCINNATI 
Topic: INDUSTRIAL UNREST 


As guest speaker for the regular monthly 
meeting of the Cincinnati Control, on April 8, 
Mr. Dillard E. Bird, president of Dillard E. 
Bird Associates, management counselors in in- 
dustrial relations, in Cincinnati, discussed “‘In- 
dustrial Unrest—Our Heritage from the Past.” 


CHATTANOOGA 
Topic: GUARANTEED ANNUAL WAGE 
PLAN 


On April 1 the Chattanooga Control held 
its regular monthly meeting at the Read 
House. Dr. Robert O. Baker, a member of 
the Control who is associated with the Uni- 
versity of Kansas City served as discussion 
leader on the subject of “The Guaranteed 


Annual Wage.” 


BUFFALO 
Topic: EDUCATION 
A program dealing with education of the 
prospective controller was featured at the April 
8 meeting of the Buffalo Control, held at the 
Park Lane. Present on the occasion were deans, 
faculty members, and students representing the 
University of Buffalo, Canisius College, Ni- 
agara University, and the University of To- 
ronto. Each of the deans outlined briefly the 
business courses offered at his institution. Mr. 
Charles C. Hull, assistant secretary and director 
of education of The Institute, also attended the 
meeting and spoke on “The Controller’s Place 
in Today’s Economy.” 


BOSTON 
Topic: GUARANTEED ANNUAL WAGE 


The Boston Control featured at its April 8 
regular monthly dinner and meeting Mr. John 
M. Convery, who spoke on “Stabilized Employ- 
ment and a Guaranteed Annual Wage.” Mr. 
Convery is on the staff of the Industrial Re- 
lations Department of the National Associa- 
tion of Manufacturers. The meeting took 
place at Putnam & Thurston’s Restaurant. 


BIRMINGHAM 
Topic: BUDGETING 
An open forum on the subject “Budgeting 
Under Present Day Conditions” was held by 
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the Birmingham Control on March 24. A 
member of the Control, Mr. Charles G. Her- 
ren of the Alabama Water Service Company, 
Birmingham, led the discussion, which took 
place at the Tutwiler Hotel. 


BALTIMORE 
Topic: INSURANCE 
Mr. Dwight W. Sleeper, chief consultant 
for Insurance Buyers Council, of Boston, pre- 
sented his views on “Insurance Problems’’ to 
the members of the Baltimore Control at their 
regular monthly dinner and meeting on April 
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9. The group convened at the Lord Baltimore 
Hotel. 


ATLANTA 
Topic: FEDERAL INCOME TAX RE- 
TURNS 


The “Analyzation of 1946 Federal Income 
Tax Returns” was the subject of a talk pre- 
sented by Mr. Ancus M. Hoffar, tax account- 
ant of Arthur Andersen & Company, Atlanta, 
at the March 25 regular monthly meeting of 
the Atlanta Control. The Piedmont Hotel was 
the scene of the meeting. 





NEW MEMBERS ELECTED 











At a meeting of the National Board of 
Directors held March 16, 1947, the applicants 
named below were elected to active member- 
ship in The Institute: 


WARREN W. AMES 
Pepsi-Cola Company, 
New York. 

GERALD L. ANDRUS 
New Orleans Public Service, Inc., New Or- 
leans, Louisiana. 

EDWARD J. ARMBRUSTER 
New Orleans Public Service, Inc., New Or- 
leans, Louisiana. 

GEORGE J. BECKER 
Jahncke Service, Inc., New Orleans, Louisi- 
ana. 

Louis C. BYERS 
The H. C. Capwell Company, Oakland, Cal- 
ifornia. 

Wesley H. DE SELLEM 
Pacific Rubber Company, Oakland, Califor- 
nia. 

J. E. EricKson 
The Lennox Furnace Company, Marshall- 
town, Iowa. 

HuGH J. EvANs, JR. 

The J. L. N. Smythe Company, Philadel- 
phia. 

ARNOLD JAMES FIEDLER 
Atlas Powder Company, Wilmington, Dela- 
ware. 

JoHN C. FIELDING 
American Decalcomania Company, Inc., Chi- 
cago. 

SIDNEY FREAD 
Publix Shirt Company, New York City. 

S. E. GJERDE 
Portland Trust and Savings Bank, Portland, 
Oregon. 

HERBERT T. GUNN 
Luzier’s Incorporated, Kansas 
souri 

GEORGE T. HARRISON 
Chicle Development Company, New York 
City. 

RoBERT A. HOEKELMAN 
American Cyanamid Company, New York 
City. 


Long Island City, 


City, Mis- 





Election of the 28 new 
members named above 
brings the membership 
of The Institute to 

2,928 








DonaLp P. JonEs 
Sun Oil Company, Philadelphia. 
PETER GORDON KINGSBURGH 
Upper Lakes & St. Lawrence Transporta- 
tion Company Limited, Toronto, Ontario, 
Canada. 
CHRISTOPHER F. MEYER 
Colonial Trust Company, New York City. 
JAMES A. NorTON 
Philadelphia Quartz Company, Philadelphia. 
LESTER H. PETERSON 
L. D. Schreiber & Company, Inc., Chicago. 
BRENNISS G. TYRRELL 
The Whitney Chain & Manufacturing Com- 
pany, Hartford, Conn. 
R. C. Tyson 
United States Steel Corporation, New York 
City. 
RALPH S. WEBSTER 
Merrimack Manufacturing Company 41946), 
Lowell, Massachusetts. 
PAUL N. WONACOTT 
Board of National Missions, Presbyterian 
Church in the United States of America, 
New York City. 
ROBERT B. WRIGHT 
The Mennen Company, Bloomfield, New 
Jersey. 
H. Hayes WuNDERLICH 
Jones & Laughlin Steel Corporation, Pitts- 
burgh. 
WILLIAM J. YOUNG 
The Fidelity Mutual Life Insurance Com- 
pany, Philadelphia. 
WILLIAM H. ZIMMER 
The Cincinnati Gas & Electric Company, 
Cincinnati. 
* * « 


The output of manufactured textile 
products almost trebled during the first 
part of the twentieth century, says a 
Twentieth Century Fund study. 
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50 Broad St. New York 4, N. Y. 
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F. D. Newbury, Westinghouse Economist, 
To Address French Lick Parley 


Frank D. Newbury, economist of 
Westinghouse Electric Corporation, Pitts- 
burgh, will address the dinner session of 
the French Lick Conference, sponsored 
by the Louisville, Indianapolis, Dayton 
and Cincinnati Controls, on June 13-14 
at French Lick, Indiana. Dress for the 
dinner, which will be held on Friday, 
June 13, will be informal, the committee 
announces. Mr. Newbury’s subject will 
be ‘The Future of Prices.” 

The conference is scheduled to open 
on Friday noon with a luncheon at which 
the speaker will be the president of the 
Controllers Institute, John H. MacDon- 
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ald, vice-president of the National Broad- 
casting Company, New York. The after- 
noon session will hear Weston Smith, 
vice-president of Financial World, dis- 
cuss ‘Stockholder Relations as a Control- 
ler’s Responsibility.” On Saturday morn- 
ing a ‘Problems Breakfast’ will be held, 
under the leadership of K. Y. Siddall, 
comptroller of Proctor & Gamble Co., 
Cincinnati, and a national director of The 
Institute. 

Because a number of Institute mem- 
bers will be accompanied by their wives, 
the Conference Committee has arranged 
a diversified program of sports and en- 
tertainment including golf, tennis, horse- 
back riding and hiking. Prizes will be 
awarded for the various events. An after- 
noon of Bridge for the ladies is sched- 
uled for Friday plus a program of enter- 
tainment, led by the French Lick hostess, 
on Saturday morning. In addition the 
ladies will be expected to attend the con- 
ference luncheon on Friday and the in- 
formal banquet that evening, which will 
be preceded by a cocktail reception. 

The National Board of Directors and 
the Advisory Council of The Institute 
have been invited to the French Lick 
Conference and it is expected that the 
regular monthly meeting of the Board 
of Directors will be held at that time. 
Members of the Atlanta, Birmingham 
and Chattanooga Controls of The Insti- 
tute have likewise been extended an in- 
vitation. 

The presidents of the four sponsoring 
Controls will each preside at a session, as 
follows: Friday luncheon, B. C. Schaefer, 
Indianapolis; Friday afternoon, Frank L. 
Uhling, Cincinnati; Friday evening, W. 
R. Creal, Louisville; and Saturday morn- 
ing, L. P. Dabrowski, Dayton. 

A brochure about French Lick, together 
with a reservation card, is being mailed 
to members of the Controls covered by 
the conference, early in May. Additional 
information is available from W. B. Har- 
rell, vice-president of the Louisville Con- 
trol, c/o Louisville Tin and Stove Com- 
pany, Louisville, Kentucky. 


Time Study and Methods 
Conference Is Held 


The Second Annual Time Study and 
Methods Conference sponsored by the 
Society for the Advancement of Manage- 
ment and the Management Division of 
the American Society of Mechanical Engi- 
neers, was held on April 18-19 at the 
Hotel Pennsylvania, New York. Among 
the subjects discussed were: time study, 
work measurement, methods engineering, 
pre-determined standard times, wage in- 
centives, and cost reduction by foremen. 





OBITUARIES 








FRANK R. KELLER 


Mr. Frank R. Keller, controller of the tay 
department of the Columbian Carbon Com. © 
pany, of New York, died on March 31, 1947, © 
Mr. Keller, 55 years old, passed away in St, 
Agnes Hospital, in White Plains, New York. | 
He was a resident of Hartsdale, New York 
Mr. Keller was elected to membership in The — 
Controllers Institute of America in May, 1938 ~ 
and was holder of The Institute’s certificate 4 
number 1189. 


GEORGE H. MALLATROTT 


Mr. George H. Mallatrott, a member of The 
Controllers Institute of America since June, 
1946, died on February 23, 1947. Mr. Malla. 
trott was comptroller of Moss Stores, Inc., of 
San Francisco. 


LESTER A. MOEHRING 


Mr. Lester A. Moehring, 55, comptroller of 
Chrysler Corporation, Detroit, Michigan, for 
20 years, and a member of the Controllers 
Institute of America since April, 1938, died 
on April 11 after a three-month illness, Mr, | 
Moehring was born in Brooklyn and was a 
gtaduate of Cornell University. He is sur-— 
vived by his wife and a sister, Helen Moehring, 
of Brooklyn. 





B. |. R. Has Jurisdiction Over Wage 
Stabilization Violations 


The Bureau of Internal Revenue has 
assumed jurisdiction over violation 
cases which were formerly under the 
jurisdiction of the National Wage Sta- | 
bilization Board, which was terminated 
by Executive Order 9809 dated Decem- © 
ber 12, 1946. At that time, certain © 
stabilization functions of the Board were | 
transferred to the Treasury Department. — 
These functions were in turn transferred 
to the Commissioner of Internal Rev- 
enue to be administered by the Salary | 
Stabilization Unit. : 

Commissioner Joseph D. Nunan has 
announced that all pending violation © 
cases transferred from the Board and — 
all newly reported cases would be han- 
dled by the Salary Stabilization Unit. © 
In this connection the Commissioner 
reminded employers that it will be the 
policy of the Salary Stabilization Unit 7 
not to reopen any case which has been 7 
closed by the Board. Wage and Salary 
Stabilization was a wartime measure t0 | 
prevent inflation, he said, and was sus- 
pended by the December 12 Executive © 
Order in all respects except processing — 
of violations which occurred prior to 7 
that date. { 

No exact date has been set for the 7 
final liquidation of the Unit, since not : 
all investigations of alleged violations | 
have been completed, and therefore it © 
is not known how many cases remain t0 © 
be processed. However, the staff of the 4 
Unit has been reduced from a wartime | 
high of in excess of 500 persons to 16 | 
persons and all regional offices merged. : 





